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INVESTIGATION  OF  CBOP  INSURANCE. 


TUSSDAY,  APBIL  24,  1S28. 

United  States  Senate, 

SfiJJSCC  COMMITTKJ^  ON  CkOP  INSURANCE, 

Washington^  Z>.  C 

The  select  committee  met,  pursuant  to  call,  at  11  o'clock  a.  m.  in  room  324,  Senate 
Office  Building,  Senator  Charles  L.  McNary  presiding. 
Present:  Senators  McNary  (chairman)  and  Keyes. 

The  Chairman.  The  committee  will  please  be  in  order.  ^  ^   *  „  • 

The  United  States  Senate,  on  the  9th  day  of  September,  1922,  paoKd  the  foUowing 
resolution,  a  copy  <rf  which  will  be  placed  in  Hie  record. 
(The  raxdiitum  leimed  to  is  heie  printed  in  full  in  the  recwd,  as  follows:) 
^  Resolved,  That  a  committee,  to  be  composed  of  three  Senatore  appointed  by  the 
President  of  the  Senate,  is  authorized  and  directed  to  investigate  the  subject  of  crop 
mflurance,  particularly  wiiYi  reference  to  (1)  the  kinds  and  costs  of  insurance  now 
obtainable;  (2)  the  adequacy  of  the  protection  afforded  by  such  insurance;  (3)  the 
desirability  of  an  practical  methods  for  extending  the  scope  of  such  insurance;  and 
(4)  the  availability  and  sufficiency  of  statistics  necessary  to  properly  and  safely  issue 
additional  crop  insurance.  Witinn  six  omtiui  aft»r  the  adopoon  of  this  Molution 
the  amunittee  shall  lepwt  to  CongfesB  the  zesults  of  its  investigations,  together  with 
its  fecomm^dfttiooB,  if  any,  upon  the  most  practical  and  efficient  methods  whereby 
the  farmer  can  obtain,  at  a  reasonable  cost,  adequate  Mid  safe  crop  insurance. 

"Such  committee  is  authorized  to  hold  hearings  at  such  times  and  places  as  it  may 
deem  advisable,  to  send  for  persons  and  papers,  to  administer  oaths,  and  to  employ 
stenographers  to  report  such  hearings  at  a  cost  not  exceeding  $1.25  per  printed  page, 
to  be  paid  from  the  contingent  expenses  of  the  Senate." 
'  And  on  January  23,  1923,  the  following  amendment  was  adopted  by  the  S^oate: 
''Resolved,  That  the  time  for  making  report  requbed  of  the  oommittoe  appointed 
under  Senate  Besolntion  841,  agreed  to  September  »,  1922,  im  hereby  eztaided  to 

January  1, 1924."  .  .      .  .  o 

Subsequently  the  Vice  President  appointed  the  committee  consisting  of  the  benator 
from  Oregon,  Mr.  McNary;  the  Senator  from  New  Hampshire,  Mr.  Keyes;  and  the 
Senator  from  South  Carolina,  Mr.  Smith.  Early  in  the  present  month  the  committee 
agreed  that  hearings  should  commence  to-day,  and  have  called  a  number  of  witnesses 
to  appear  and  by  their  oral  statements  assist  the  committee  in  its  work. 

The  chairman  believes  it  important  to  state  at  the  outset  that  the  committee  does 
nor  purpose  to  project  the  Fed^  Oovenunent  into  the  busmess  of  writing  crop 
insurance,  a  fiem  of  risk  little  known  to  insoranee  experto  ot  companies  doin^  an 
iBMranee  busmess.  Our  efforts  sksll  be  directed  toward  a  study  of  the  hazards  inci- 
dent to  this  form  of  needed  insurance  with  a  view  of  collecting  useful  data  and  deter- 
mining upon  the  feasibility  of  insurance  of  this  character. 

For  my  own  part,  I  believe  the  Department  of  Agriculture,  through  its  various 
agencies  which  penetrate  into  most  of  the  counties  of  the  various  States,  can  assist  in 
the  gathering  of  useful  data  and  statistics  which  may  justify  private  and  mutual 
insurance  companies  selling  crop  insurance  upon  reasonable  terms  to  the  producers 
of  the  country,  thereby  assisting  materially  in  the  stabilization  of  agzicultnral  produc- 
tion and  creidBt. 

FNm  every  viewpoint  I  believe  a  step  shoidd  be  taken  along  the  line  <rf  investiga- 
tion, and  every  fact  collected  will  be  a  step  toward  the  workii^  out  of  a  problem  which 
.  will  be  some  day  solved  to  the  advantage  of  a  more  stable  and  secure  agricultural 

investment. 

At  the  outset  I  want  to  say  it  is  ijot  the  purpose  of  the  committee  to  go  into  this 
subject  for  the  purpose  of  starting  up  a  governmental  bureau  to  enter  the  field  of 
insurance.  But  we  do  wish  to  make  as  thoi;ough  an  investigation  of  the  subject  as  is 
possible.  ■■!'■•(!!■:• 

With  that  prel]ininar>^  statemmt  I  want  to  say  we  are  happy  to  have  the  Secretary 
of  Agriculture,  Ifir.  WaHwe^  him  to^diTi  ud  the  commktee  will  be  very  pleased  to 
iMte  a  iUrtemmt  faom  him  on  tiie  subject  of  twp  ittsvanee,  with  such  obssrvatfims 
as  he  may  care  to  make. 
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INVESTIGATION  OF  CROP  INSURANCE 


STATJJMENT   OF  HON.   HENBY  C.  WALLACE,  SECRETARY  01? 

AGRICTJLTiniB. 

Secretary  Wallace.  Mr.  Chairman  and  members  of  the  committee,  a^^  you  know, 
1  have  just  returned — on  yesterday  morning — from  a  six  weeks'  absence  in  the  south- 
western corner  of  the  United  vStates,  looking  over  our  department's  work  and  visiting 
agricultural  colleges  and  experiment  stations,  as  well  as  meeting  stockmen  and 
larmers.  I  have  not  had  time  to  prepare  any  extended  statement  on  this  subject 
which  you  have  under  investigation.   However,  I  have  some  notes  here,  v«y  hastily 

erepared,  and  of  course  I  am  very  glad  to  do  as  you  requested,  Mr.  Chainnai) — come 
efore  you  at  the  opening  meeting  and  make  a  }»eliminary  statement. 
The  Chairman.  And  the  committee,  of  course,  is  very  glad  to  have  you. 
Secretary  Wallace.  The  Department  of  Agriculture,  us  you  may  know,  has  been 
studving  this  subject  of  farm  insurance  of  various  kinds  for  some  time.    We  have 
issued  soA-eral  bulletins  on  the  subject.    I  do  not  know  whether  you  have  taken  the 
time  to  read  any  of  the  bulletins  or  not. 

The  Chairman.  Yes;  I  have  seen  them,  Mr.  Secretary.    I  wish  to  say  that  they 

are  very  interesting. 

Se&etsixy  Wadlace.  I  suspect  that  in  jtheee  bulletins  and  in  our  other  data  you 
will  pfobably  find  a  sort  of  basic  information  on  whidi  to  bi^  your  tavestigations. 
The  Chairman.  We  have  thought  that  would  be  so. 

Secretary  Wallace.  As  I  understand  the  resolutions  creating  this  select  committee 
your  investigations  shall  cover  three  or  four  different  points,  namely: 

(1)  The  kinds  and  costs  of  insvirance  now  obtainable. 

(2)  The  adequacy  of  the  protection  afforded  by  such  iiisurance. 

(3)  The  desirability  of  and  practical  methods  for  extending  the  scope  of  such 

insurance.  *  *     ;     '  \  .      '       .  , 

(4)  The  availability  and  suflSciency  ci  statistics  necesssry  to  pvopwly  sad  safe^ 

issue  additional  crop  insurance.  i  ui  ^ 

So  lar  as  cr^  are  concerned,  about  the  only  form  of  msurance  avaUable  to  ttie 
farmer  has  been  protection  against  hail.  Hail  insurance  in  some  form  has  been 
written  in  the  XTnited  States  since  about  1880,  but  no  great  amount  of  it  until  m  th^ 
ninetie-'  or  from  L895  on,  at  which  date  it  began  to  increase  more  rapidly.  In  1900 
our  estimates  indicate  there  were  perhaps  $20,000,000  of  hail  insurauTOwntten. ;  Dm^ 
ine  the  first  10  vears  of  the  present  century  th«re  was  a  gradual  increase  in  the 
amount  of  hail  insurance  written  untU,  in  191S,  it  is  eslaiBated  the  total  amounted  to 

approximately  $180,000,000.  .  .    ,  • 

The  Chairman.  Do  you  know  the  proportion  wnteen  by  mutual-insuranoe  com- 
panies and  old-line  companies,  Mr.  Secretary? 

Secretary  Wallace.  I  have  that  data  here  in  the  form  of  a  chart. 
The  Chairman.  We  will  be  very  glad  to  have  it. 

Secretarv  Wallace.  In  1919  the  volume  grew  to  about  |i)60,000,000,  the  lughest 

point  vet  reached.  •    -  ,  ^  ai.   g_i  v^ii 

I  ^vish  to  say,  Mr.  C  hairman  and  gentlemen  ct  the  committee,  that  tne  tnsi  MU 

insurance  was  \mtten  by  a  mutuid  c^pany  

The  Chairman  (interposing).  Mr.  Secretary,  miiy  I  •*  you  at  this  p^ 

idong  that  line? 

Secretary  Wallace.  Certainly.  .    ,  ,  . 

The  CuiOEMAN.  Has  there  been  a  decline  since  1919  in  the  amount  of  crop  insurance 
written  or  are  vou  without  available  statistics  on  the  subject?  , 
Secretary  Wallace.  I  think  there  has  been  a  decline,  but  I  will  give  you  an  analysis 

of  the  matter  if  vou  want  it.  '  .  ,  u:^* 

The  Chairman  .  We  will  be  very  glad  to  have  any  information  on  the  subject  wtach 

you  will  be  kind  enough  to  give.  ^    ,    xt  .   j  ox  .  ^  k,.  « 

Secretary  Wallaob.  The  first  hail  insurance  in  the  Umted  States  was  written  b>  a 
mutual  company,  but  within  a  relatively  few  years  a  joint-stock  fixe  insurance  com- 
pany  entered  that  field.  In  1911  North  Dakota  put  into  effect  its  first  State  hail 
insurance  law.  In  the  year  1919,  which,  as  already  stated,  marks  the  highest  point 
vet  reached  in  amount  of  hail  insurance  in  force,  about  one-half  of  the  totoi  nsKS 
was  carried  by  43  joint-stock  fire  insurance  compames,  one-fourth  of.  the  «>»l 
carried  bv  41  mutual  hail  insurance  companies,  and  toe  Oth^  fowh  of  the^  na^ 
was  carried  bv  State  hail  insurance  deparbnents  in  North  DaJnyta,  »oum  immm 
Nebraska,  and  Montana.  i 

The  distribution  of  this  insurance  territorially,  as  well  as  among  the  three  groups  or 
classes  el  insurance  agencies  just  mentioned,  may  be  seen  from  a  chart  which  1  now 
show  you  and  which  has  been  identified  by  being  marked  ''Exhibit  1. 

The  Chairman.  1  wish  vou  would  hand  that  chart  to  the  reporter  whenj^u  are 
through  with  it,  Mr.  Secretary,  and  1  will  now  ask  the  reporter  to  have  it  UMrted  in 
the  record.  .  '  - 
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(The  chart  referred  to,  identified  bv  being  marked  ^'Exhibit  1,  and  also  by  the 
words  "Relative  total  amount  of  hail  risks  in  each  State  and  part  written  by  different 
groups  of  insurance  institutions,  1919/'  is  here  reproduced  in  the  record:) 


m 


Secretary  Wallace.  You  gentlemen  will  note  the  legend,  which  indicates  that  the 
black  portions  refer  to  mutual  hail  insurance  companies,  and  the  checkered  portions 
refer  to  joint-stock  fire-insurance  con«)anies,  and  the  crosslines  refer  to  State  hail- 
insurance  departments.  ^ 

Xhe  Chaibbian.  Have  you  anything  on  the  rates  charged? 
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Secretary  Wallace.  I  was  just  coming  to  that.  The  rates  charged  for  hail  insur- 
ance in  19i9,  according  to  a  study  made  by  the  department  early  in  1920,  varied  from 
3  per  cent  to  16  per  cent.  These  rates  are  indicate  on  another  chart,  which  I  show 
you  and  which  is  identified  by  beins  marked   Exhibit  2." 

The  Chaieman.  I  also  wish  that  daArtf^oduced  iBrtiiie  record  and,  Ifer.  Semtary^ 
■will  ask  you  to  furnish  it  to  the  reporter  wnen  you  have  finished. 

(The  chart  referred  to  and  identified  by  being  marked  '*  Exhibit  2"  and  also  by  the 
words  'Prevailing  rates  charged  for  hail  insurance  by  joint-stock  fire-insurance  com- 
panies, dollars  per  hundred  per  year,  for  1919/'  is  here  reproduced  in,  tii&  recorfl  as 
follows:)  ^  J 
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Secretary  Wallace.  An  inspection  ci  this  chart  will  show  you  how  rates  vary 
according  to  sections.   The  total  hail-iauiance  praoiiuns  collected  in  1919  amounted 

to  approximately  $30,000,000. 

As  between  the  different  classes  or  groups  of  insurance  agencies  offering  hail  pro- 
tection, the  mutual  companies  as  a  rule  offer  rates  from  one-iourth  to  one-third  lower 
than  the  joint-stock  insurance  companies.  A  few  of  the  mutuals  operate  on  an  assess- 
ment basis  without  specified  rates,  levying  their  aflBeonnentB  in  tile  Mk  after  Uwes 
have  been  adjusted. 

Many  mutim  cconpanies  have  m  the  past  attempted  to  apemibe  cm  inadeqiiate  rates, 
making  it  necessary  for  them  on  a  numb^  ot  occasions  to  reduce  or  pro  rate  their 
losses  amoi^  the  members  instead  of  paying  losses  in  full.   Othara  amor^  tilieee  oom- 

panies  have  excellent  records. 

The  State  of  North  Dakota  in  its  first  hail  insurance  law  provided  that  assessments 
for  hail  insurance  could  not  exceed  20  cents  per  acre  for  $8  of  insurance.  This  repre- 
sented a  maximum  premium  of  only  2i  per  cent,  or  one-fourth  of  the  prevailing  old- 
^!ie  rates  in  that  State.  Quite  naturally  the  State  found  itself  unable  to  pay  tosses 
in  full  from  the  asssesmmts  thus  o^ected.  Hie  law  has  later  been  reviaea,  and  the 
hail  insurance  of  the  State  6t  North  Dakota,  as  well  as  that  of  Ibe  otiier  Stntes  men*^ 
tioned,  is  believed  to  be  conducted  on  a  &irly  sound  basis. 

The  State  of  South  Dakota,  which  inaugurated  a  State  hail  insurance  program  in 
1919,  has  from  the  first  operated  on  a  fixed  rate  basis  which  averages  for  each  of  the 
four  districts  into  which  the  State  is  divided  a  little  over  one-half  of  the  old-line  rates. 
This  State  during  the  past  four  years  paid  its  hail  losses  in  full  in  spite  of^two  relatively 
seA''ere  hail  seasons,  and  in  addition  has  built  up  a  material  surplus. 

Oklahoma  also  has  a  State  hail  insurance  law,  but  no  efforts  have  apparently  been 
made  to  write  hail  insurance  on  the  part  of  tne  State  insurance  department,  and 
Gtdy  a  negligible  amount  of  such  coverage  has  been  applied  for  and  written. 

A  relatively  complete  summary  of  the  hail  insurance  business  up  to  and  including 
1919  may  be  found  in  Department  Bulletin  No.  912,  United  States  Department  of 
.igricultiu^ — ^which  bulletin  idso  contains  reproductions  of  the  maps  or  charts  already 
mentioned. 

The  Chairman.  If  you  have  properly  and  sufficiently  identified  the  bulletin  any- 
one referring  to  our  proceedings  will  be  able  to  call  for  such  bulletin  and  get  the  infor- 
mation desired.  Inasmuch  as  it  is  a  public  document  of  the  Government  we  will 
not  reproduce  it  here  in  our  hearings. 

Secretary  Waul^ce.  It  is  jKmble  you  may  want  to  reproduce  some  of  the  charts. 

The  Chairman.  We  will  look  over  it  and  if  tiii^  is  any  special  thing  in  the  bulletin 
we  think  ought  to  be  reproduced  in  our  record  we  will  take  care  of  it.  The  reporter 
may  bind  it  in  at  the  end  of  the  day^s  proceedings  for  the  purpose  of  reference,  but 
the  Government  Printing  Office  will  not  reproduce  it. 

Secretary  Wallace.  With  reference  to  general  crop  insmunce,  coA-ering  all  the 
more  important  hazards,  that  was  first  attempted  in  the  two  Dakotas  and  in  Montana 
in  1917,  three  different  companies  writing  such  insurance.  According  to  such  figures 
as  are  at  hand,  the  total  rLdsB  written  probably  exceeded  $10,000,000; 

The  CpAXRMAK.  Fkrdon  me  there,  Mr«  Secretary.  You  say  Hiat  included  all 
hamrds  to  whidi  crops  are  subjected? 

Secretary  Wallace.  Well,  now,  I  do  not  know  that  it  includes  all  of  them. 

The  Chairman.  The  princ^al  haaards,  we  will  say. 

Secretary  Wallace.  Yes. 

The  Chairman.  Have  you  the  classifications?  . 

Secretary  Wallace.  I  will  say,  principal  hazards.  I  can  get  that  information 
for  jrou  if  you  wish  it,  Mr.  Chairman,  but  it  probably  will  be  brought  out  in  these 
hearings.  Tbieace  are  a  great  many  hazards  to  crops.  For  instance,  take  the  matter 
of  insect  damage  

The  Chairman  (interposing).  I  think  in  some  reports  of  your  department  you  have 
named  the  m^or  classification  as  10? 

Secretary  Wallacb*  We  can  give  you  that  information  in  as  great  detail  as  you 
may  want,  I  think. 

The  Chairman.  We  will  be  very  glad  to  have  it. 

Secretary  Wallace.  The  rate  charged  on  the  business  written  in  the  two  Dakotas 
and  Montana  in  1917,  aggregating  in  risks  probably  $10,000,000,  was  about  10  per  cent. 
The  amount  of  insurance  per  acre  was  $7  m  the  case  of  at  least  two  of  the  companies, 
probaUy  three.  The  pohcy  in  effect  guaranteed  the  &rmer  crops  to  tiie  value  of  this 
amount  per  acre  with  the  crops  valued  at  a  price  stipulated  in  Hie  contracts. 

We  had  a  severe  drought  in  North  Dakota  and  in  Montana  during  191t»  and  the 
companies  which  offered  this  form  of  insurance  failed  to  pay  their  losses.  Two  of 
these  companiea  were  oi^ganized  on  the  joint-stock  plan  and  one  dt  them  was  a  mntiial. 


6 


im^sTiSAXioir  of  c^p  utsub^ob 


Ammg  tiie  reasons  given  for  tiieir  bilure  to  make  good  theise  loeees  was  the  statement 
that  the  risks  were  written  by  careless  agmts  of  the  compaiiies  after  sev^e  damage 

from  drought  had  already  occiuned. 

Since  1917  I  think  no  general  crop  insurance  was  written  until  1920,  when  one  of  the 
larger  joint-stock  fire  indiu^nce  companies  again  offered  a  crop  insurance  jwlicy,  and 
wrote  a  considerable  volimie  of  business.  The  policy  offered  by  this  company  dif- 
fered in  a  number  of  respects  from  that  offered  by  companies  in  the  Northwest  in  1917 . 
In  effect  it  guaranteed  a  fixed  income  per  acre  without  regard  to  market  price.  I& 
otlier  wwdS|  the  company  assumed  the  hazards  involved  in  price  fluctuatkm  as  as 
in  crop  failure. 

Because  of  the  heavy  drop  in  price  this  company,  according  to  wfttxter  ftlso  lost 
heavily  on  its  first  attdoapt  at  this  form  of  coverage. 

Since  1920,  the  company  offering  crop  insurance,  namely,  the  Hartford  Fire  Insur- 
ance Co.,  of  Hartford,  Conn.,  has  continued  in  a  conservative  way  to  write  a  limited 
amount  of  crop  insurance,  while  one  other  company,  namely,  the  Home  Insurance 
Co.  of  New  York,  has  also  written  a  limited  amount  of  such  insurance.  As  the  com- 
mittee will  no  doubt  hear  from  representatives  of  these  companies,  it  seems  unneces- 
sar\'  to  go  into  details  with  reference  to  the.  business  done  by  them. 

On  the  genetsA  subject  of  crop  insurance,  of  course  you  will  be  gmng  into  extensive 
hearings,  but  I  assume  that  behind  the  resohition  the  thought  was  that  if  it  were 
possible  to  devise  some  way  by  which  the  farmer  can  be  relieved  in  part  of  the  hazards 
of  weather,  over  which  he  has  no  ccmtrol,  that  would  be  desirable,  without  considering 
just  how  it  should  be  done. 

And,  imquestionably,  it  would  be  desirable.  Farming  is  a  business  of  peculiar 
hazards.  The  farmer  has  no  control  over  the  most  of  his  raw  material — ^that  is,  sun- 
shine and  rain — either  as  to  when  it  comes,  w  as  to  the  quantity  which  comes.  And 

•  he  has  no  ccmtrol  over  torrential  storms  imaccompanied  by  hail  and  whidi  may  lay 
his  crops  flat,  or  accompanied  by  h^  vhach  may  beat  his  oops  to  pieces,  or  pf  aiqr  of 
the  otlier  hazwis  resulting  from  weather. 

If  it  were  practicable  to  find  some  way  to  relieve  the  farmer  of  these  hazards  from 
which  he  can  not  protect  himself,  and  distribute  the  risk,  not  necessarily  over  the 
entire  community  but  over  all  farmers  producing  a  given  crop;  if  some  equitable  way 
could  be  found  to  do  that,  certainly  it  would  be  desirable. 

Take  the  case  of  the  younger  farmers  especially.  Here  is  a  young  man  starting 
out  for  himself.  Often  he  starts  as  a  renter,  and  his  equipment  is  represented  by 
his  machinery  and  his  horses  and  a  sow  or  two,  perhaps,  and  a  few  cows.  I  am  speak- 
ing now  of  the  diversified  faxminff  oountiy  in  the  Central  West.  These  are  the  results 
of  his  sa\ings  as  a  hired  man^  If  the  season  is  normal  and  prices  are  fairly  normal, 
he  begins  to  get  ahead.  But  he  may  be  entirely  ^viped  out  by  a  hailstorm,  or  by 
a  severe  drought,  even  though  in  the  case  of  a  drought  or  a  hailstorm  hitting  him 
the  farmers  in  general  may  be  prosperous  that  year.  C(!rtainly  it  would  be  to  the 
advantage  of  the  community  at  large  if  some  way  could  be  devised  so  that  such  a 
farmer  would  have  a  normal  chance.  •      •  v 

And  what  I  say  with  regard  to  the  young  man  startup  out  as  a  farmer  applies  with 
exactly  the  same  force  to  the  men  who  are  already  started  but  who  have  not  gotten 
in  that  portion  finandsJly  whidi  enables  them  to  stand  the  loss,  which  has  emhlefl^ 
them  to  accumulate  a  reeerve  to  carry  them  over  such  unfortunate  years. 

You  spoke,  Mr.  Chairman,  of  the  suggestions  which  had  been  made  concerning 
the  Government  going  into  insurance  of  some  sort  along  this  line.  I  agree  with 
you.  I  have  not  thought,  at  least  not  now,  that  a  governmental  agency  should  be 
set  up  to  carrv  on  a  crop  insurance  business.    Theoretically  if  all  corn  farmers, 

•  for  example,  or  all  wheat  farmers,  wherever  they  might  be,  could  be  brought  into 
an  association;  if  through  Government  action,  or  through  the  activity  of  private 
associationB  organizeci  for  that  purpose,  something  mig^t  be  done  so  that  you  would 
get  the  widest  possible  distribution  of  the  risk,  you  would,  then  be  able  tp  get  the 
dieapest  form  w  insurance  and  the  most  effective. 

I  fliink  a  companv  would  have  difficulty  in  carrying  on  crop  insurance  if  it  were 
confined  to  a  single' State.  The  ideal  plan,  it  seems  to  me,  would  be  to  take  m  a 
verv  substantial  reach,  perhaps  covering  several  States.  In  that  way  you  could  dis- 
trilnite  not  only  the  losses  from  drought  but  the  benefits  that  sometimes  come  from 
drought  by  reason  of  the  fact  that  if  a  crop  is  reduced  it  does  not  meaii  that  a  man 
always  loasee.  In  the  case  of  com,  if  there  is  a  drought,  and  a  reduced  crop,  sometimes 
it  reallv  means  a  profit  instead  of  a  loss.  If  those  who  make  a  profit  could  be  brought 
in  to  bear,  through  insurance  premiums,  a  part  of  the  losses  to  thwe  who  do  ]xm,  it 
woiild  help  not  only  the  farmers  but  the  consuming  public. 

Mr.  Chairman  and  gentlemen  of  the  committee,  we  have;  in  the  Department  of  Agri- 
cuJLta^^  ifV  mass  of  mateiisU  yuM^  ^^y^^ble  to  tJie  committee.   We  have  data 


on  climatic  eflnNlititms  in  aU  pwtB  of  the  country,  covwing  *f"J'^^*"';' 
date  of  last  killing  frort  in  flie  spring,  firat  killing  frost  in  the  fall,  etc.   We  also  have 
data  on  liM  amount  of  crop  damage  from  the  more  important  hazards  m  all  parts  oi 
the  country.   These  crop-damage  records  now  cover  a  period  of  more  than  10  years. 

We  have  a  record  of  crop  yields  for  a  long  period  of  years  for  all  parts  of  the  country. 
These  data  axe  supplemented  as  weU  as  checked  up  every  10  years  by  the  census 

We  have  actual  soil  siirvevs  of  about  one-thiid  <rf  the  counties  in  tile  United  States. 
The  department  also  is  in  close  toudi  witii  tile  localization  and  the  spread  of  plant 

diseases  and  insect  tests.  „  u-  u  ». 

If  it  is  your  intention  to  make  a  comprehensive  report  on  all  the  things  which  must 
be  constdeied  in  connection  witii  crop  insurance,  then  I  suspect  all  the  information 
I  liave  mentioned  will  be  of  some  value  to  you.  From  the  material  now  in  our  tiles 
I  think  we  can  give  vou  information  on  almost  every  subject  it  could  be  conceivable 
would  have  a  bearing  on  this  general  question,  and  that  we  will  be  very  glad  to  do 

The  ('hairm.^n.  We  thank  vou,  Mr.  Secretary.  I  know  you  have  a  mass  of  vaetnl 
data,  and  we  sha!  1  be  glad  to  avail  ourseh  es  of  it.  While  in  tiie  time  at  oitt  command 
we  will  attempt  to  make  an  exhaustive  study  of  this  subject,  yet  you  realize  we  can 
only  go  so  to,  not  only  on  account  of  the  limited  time  but  owii^  to  t^e  hmited  data 
that  has  heretofore  been  coUected.  Have  you  any  general  idea  of  how  we  should 
approach  the  lerislative  features  of  an  investigation  of  this  character.  Or  what 
i^ms  would  you  suggest  as  the  way  to  collect  data  on  these  losses  and  what  might 
affect  premium  rates  on  contracts  of  insurance? 

Secretary  Wallace.  I  assume  that,  first,  you  would  want  to  make  a  ver^^  complete 
report  on  hail  insurance  as  the  one  form  of  crop  insurance  that  has  been  in  use  over 
4?vears.  I  think  it  would  be  very  helpful  if  you  would  make  a  oomj^ete  investiga- 
tion of  what  has  actuallv  happened  in  Uu»  matter  of  hail  insurance.  Then  as  to  crop 
insurance,  I  do  not  know  that  you  can  do  mu«h  else  besides  get  the  experience  of  the 
few  oompauies  that  have  written  a  general  coversge  and  then  to  make  a  study  of  it, 
^riUch  would  be  m<Mre  or  less  tiieoretical.  ,  u 

The  Chairman.  This  question  has  been  considered  by  the  cliairman  and  perhaps 
by  other  members  of  the  committee,  and  I  have  discussed  it  with  those  who  are  inter- 
ested in  the  subject  generally:  Considering  the  Department  of  Agriculture,  a^rt  out 
of  about  2,700  counties  in  the  several  States  you  have  county  agents  in  about  -2,^ 
of  them.   I  am  speaking  now  only  from  memory. 

Secretary  Wallace.  Yes,  sir.  .  .    ,        .    ,^    •     i*      *  *v 

The  Ghaisican.  The  connly  agent  is  interested  in  the  agricultural  welfare  of  the 
county  over  which  he  admimsters  affaire  incident  to  his  employment.  1  think  the 
countv  agento  in  cooperation  with  various  organizations,  such  a.s  thetarmers  L  nion 
and  ((range  and  the  Farm  Biu-eau,  and  other  accredited  institutions,  hke  boards  of 
trade,  could  perhaps  collect  in  these  counties  or  units  thereof  the  \cmes  that  occur 
from  year  to  year  from  various  causes— drought,  excessive  moisture,  hail,  pests,  and 
what  not— which  information  would  be  of  inestimable  value  in  ttie  fntare  in  detomiBr 
ins  a  practical  form  of  insurance  of  this  diaracter,  and  also  tumirfi  a  yardstick  to 
determine  the  charge  to  be  made  by  way  of  premium  in  order  to  safely  issue  such 
insurance.   I  offer  that  to  you  for  sudi  observations  as  you  may  like  to  make. 

Seoetary  Wallace.  I  think  we  have  got  now  the  most  of  that  data,  not  through  the 
county  agents  perhaps,  but  throu^^  our  crop  reporters.  We  ha^  e  a  very  extensive 
crop-r^wrting  system,  which  goes  not  only  down  to  the  county  unit  but  in  many 
cases  to  the  township  unit.  '     ,  i  *i. 

The  CHAUiMAii.  X><m  the  crop-reporting  system  cover  losses  from  natural  Weatner 

li  awards ''^  • 

Secretary  Wallace.  Perhaps  not  in  the  ymy  you  have  in  mind,  but  it  don  include 

losses  from  all  causes*  .    ^  j  *  u 

The  Ohjjeman.  Assuming,  by  way  of  illustration,  does  your  department  have 
data  showing,  possibly,  what  the  loss  might  be  in  the  far  western  portion  of  ttie  country, 
in  Or^n  and  Washington,  from  want  of  pollenization  or  from  frosts? 
Secretary  Wallaor.  No;  but  we  have  a  general  statement  of  crop  yields  for  any 

particular  year.  ^      .  ,  ,  .  i  * 

The  Chairman.  You  think,  then,  if  you  take  the  yield  over  a  penod  of  vears  you 
could  determine  in  a  general  way  the  loss  sustaihed  by  a  crop  on  acoraut  of  unfavor- 
able weather  conditions?  ■ 
Secretary  Wallaok.  I  tiiifik  so. 
Thfe  Chairman.  Mthout  studying  the  elements? 

Socfetary  Wailace.  An  inraittfice  comiway  would  need  to  .study  each  element. 
But  I  thiu-as  a  basis  for  your  investigations  we  can  furnish  you  with  information 
Wymg  peiiodfi,  acoordkg  to  the  crop,  back  lor  30  or  40  years—that  is,  I 


think  we  can  give  you  a  basis  on  which  to  start  your  mpatt  feom  data  already  in  our 
office. 

The  Chairman.  Coming  eastward,  we  will  take  the  State  of  Kansas,  and  we  will 
take  the  whole  State  as  a  unit.  Have  you  statistics  that  would  supply  a  fliutual 

insurance  company,  or  an  old-line  insurance  company,  or  anyone,  for  that.piatter, 
who  desired  to  sell  insurance,  the  true  hazards  and  the  loasea-fluswiied  ooA 
wheat  from  various  causes  during  the  last  10  or  15  years? 

Secretary  Wallace.  I  think  so.  Kansas  happens  to  be,  as  you  probably  know,  a 
State  where  a  great  deal  of  attention  has  been  paid  to  crop  statistics.  In  addition  to 
the  work  we  do  they  have  had  a  very  good  State  department  of  agriculture. 

The  Chaibican.  Do  I  get  your  mental  attitude  to  be  this,  that  you  think  insur- 
ance should  be  distributed  ov^  a  wide  area  and  should  cover  all  tiie  elements,  or  the 
major  elements  at  least,  that  constitute  crop  losses;  or  would  j'ou  go  into  the  Com 
Belt,  or  mto  the  Wh^  Belt,  or  iuto  the  Gotbm  B^t»  and  ecmfiaeit  to  one  particuJar 
crop? 

Secretary  Wallace.  Well  I  think  I  would  confine  it  to  the  major  crops.  Take 
corn,  and  our  record  shows  an  average  yield  to  be  greater  in  the  States  known  as  the 
Com  Belt  proper— that  is,  the  seven  Com  Belt  States.  We  have  the  data  down  by  coun- 
ties even.  Southern  Minnesota  has  a  certain  average  yield  per  acre  over  a  period  of 
years;  Iowa  also,  and  Kansas,  and  Missouri.  Not  infrequently  you  may  have  a 
drought  in  the  Com  Belt  States,  especially  in  Kansas,  Nebraska,  MisBouii,  and  Iowa. 
When  you  p&ve  such  a  drought,  I  think  it  operates  as  though  you  were  moving:  tJie 
State  of  Iowa  north  for  50  or  100  miles,  so  that  southern  Minnesota  very  frequently 
gets  a  good  corn  crop  at  the  same  time.  The  effect  of  the  drought  in  these  States  is 
very  often  to  increase  the  value  of  the  total  corn  crop  of  the  States  producing  com, 
even  though  it  not  infrequently  ruins  an  individual  farmer.  If  you  start  on  the  basis 
that  the  average  corn  crop  is  so  much  in  Missouri  and  so  much  in  Kansas,  and  de^*ise 
a  form  ct  insurance  that  will  insure  that  average  crop  under  carefully  worked-out 
rules  and  r^ulaiioiis,  you  will  then  have  distributed  ttie  hiuwd  of  drought  over  the 
mtiSB  Com  Bdt  States,  and  my  wwkid>le  plan  that  will  do  l^t  will  be  a'Wsiiable 
plan. 

The  Chairman.  Do  you  think  the  Department  of  Agriculture  has  data  sufficient  to 
guide  a  mutual  insurance  company,  or  any  kind  of  company,  in  selling  contoacts  of 
insurance  of  that  character? 

Secretary  Wallace.  I  think  you  have  sufficient  data  to  begin  with.  I  would  not 
say  we  have  data  that  would  continue  to  be  basic  data  for  that  j^urpose,  because,  natu- 
rally, as  you  gather  experience  there  will  be  some  modifications.  But  I  think  we 
have  sufficient  data  to  hean  with. 

The  CJhaihman.  Has  there  been  agitation  .amoB^  the  com  growers  for  an  oppor- 
tunity to  cover  their  losses  by  insuiance? 

Secretary  Wallace.  I  do  not  know  that  there  has  been  what  you  might  call  agita- 
tion. But  I  think  farmers  have  long  recognized  the  need  in  some  way  of  distrib- 
uting the  weather  hazard.  But  there  has  been  no  widespread  agitation  in  the  sense 
in  which  we  ordinarily  use  that  word. 

The  Chairman.  You  have  given  us  a  good  illuatiation  as  to  com.  Would  that 
same  rule  appfy  to  wheat  and  cotton? 

Secretary  Waixacb.  Yes,  it  seraos  to  me  it  would.  In  the  case  of  wheat  perhaps 
you  would  have  to  take  that  crop  separately,  as  you  would  in  tbe  case  of  com  if  you 
undertook  to  cover  the  whole  com  crop. 

The  Chairman.  Would  it  be  practical  to  mix  wheat,  com,  and  cotton  and  other 
agricultural  commoditi^  in  ifflnfficjtCTiig  them  frovL  the  standpoint  d  insuiwnce 
protection? 

Secretar>'  Wallace.  I  hesitate  to  express  an  opinion  on  that.  As  I  explained  to 
you,  I  liave  not  ^ven  thought  to  this  whole  question  to  a  sufficient  extent  to  give  a 
detailed  expression  of  opinion.  I  am  now  only  speaking  in  very  general  terms, 
as  you  know. 

The  Chairmak.  I  appreciate  that,  Mr.  Seoretary. 

Secretary  Wallace.  I  would  be  very  glad  to  make  available  to  the  committee 
not  only  the  statistical  information  that  is  in  the  Department  of  Agriculture  at  tMs" 
time,  but  the  services  of  one  or  more  of  our  people  who  have  given  long  study  to  this 
general  question.  Mr.  Valgren,  whom  I  think  you  know  and  who  is  with  me  to-day, 
IS  an  exceptionally  well  informed  man  on  this  subject,  and  would  be  of  considerable 
help  to  you  in  carrying  on  any  line  of  investigation  which  you  may  determine  to  carry 
out*   I  win  be  very  glad  to  make  his  services  available  to  you- 

The  Chairmak.  I  thank  you,  Ifr.  Seorotary,  and  we  shall  be  glad  to  avail  oiuselves 
of  his  valuable  services. 

Secfetaxy  Wajuulce.  I  only  want  to  say  I  have  no  hard.ioid  &0tpl|i9i4;mysi^ 
I  am  exactiy  in  tiie  attitude  that  yoti  are  in  this  matter* 


The  Chairman.  1  know^  Mr.  Secretary,  and  you  have  heea  very  helpful  to  tiie 
committee,  and  we  apmreciate  your  presence  here  very  mndi  indeed. 
la  Ifr.  Doyle,  of  ihelBbrtfoid  f%re  Insmance  Oo.,  preamt  toHlay? 
Mr.  DoYiiE.  Yes,  sir. 

The  Chairman.  Would  you  like  to  return  to-day  ? 

Mr.  DoYiE,  No,  sir;  we  are  hOTe  at  the  pleasure  of  the  committee,  at  least  so  far 

as  this  week  is  concerned. 

The  Chairman.  I  would  like  to  put  Mr.  Valgren,  of  the  Department  of  Agriculture,^ 
on  the  stand  at  this  time,  so  as  to  have  the  benefit  of  the  departmental  view. 

Mr.  Doyle.  That  will  be  very  satisfactory  to  us. 

The  Obeaibman.  I  will  now  call  Mt^  Vafew*!- 

0K4TEKBNT  OP  MB.  V.  N.  V ALGBBN,  IN  CHABOB  OF  DIVISION  OF^ 
AgmUtlliTUBAL  FEMTAHCB,  DBPABTMBNT  OF  AGBICUI/nrBB.  >^ 

The  Chairman.  As  I  understand,  Mr.  A'algren  has  given  very  deep  study  to  this 
subject  from  the  standpoint  of  an  expert  of  the  Government,  and  the  rommittee  would 
be  very  glad  to  have  hira  contribute  such  information  as  he  v/ould  like  in  order  to 
assist  the  committee.  I  shall  not  suggest  how  he  should  proceed,  but  will  ask  him  to 

make  a  statement.  _  ,   .  . 

Mr.  Valgren.  Mr.  Chairman  and  gentlemen  of  flie  committee,  I  come  here  wMa- 
out  any  manuscript  or  fixed  plan  of  presentation.  I  did  not  know  in  just  what  order 
I  would  come,  ot  what  topics  would  be  covered  by  the  time  I  was  caUod  cea;  mat  did 
I  know  what  the  committee  would  be  most  interested  in. 

The  Secretary  of  Agriculture  has  given  you  a  general  review  of  the  situation  of  crop 
insurance  as  it  has  developed.  I  would  like  personally  to  make  a  brief  statement, 
which  might  be  called  the  case  for  crop  insurance.  I  realize  that  there  is  another 
side  whicb  might  be  emphasized,  and  which  probably  will  be  emphasized,  but  we 
all  realize  that  each  year  there  are  billions  of  dollars  mvested  in  farm  crofa,  in  the 
form  of  accumulated  capital  and  in  the  form  of  labor,  by  Ae  farmero.  This  invest- 
ment you  might  say  is  noade  in  crop  prospects  ratlier  than  in  actual  crops.  The  thmg 
d^>eada  vetf  lugAy  upon  the  weal&a,  as  was  stressed  in  Secretary  Wallace's  state- 
ment. ^  V  , 

Because  of  this  large  investment  each  year  m  mere  prospects,  farmers  ha^•c  i>een 
referred  to  by  several  persons,  when  they  criticized  other  groups  or  classes  as  being 
gamblers,  as  themselves  the  greatest  gamblers  in  the  world.  I  have  seen  that  state- 
ment on  several  occasions.  ' 

Now ,  the  farmer  is  not  a  gambler  in  any  true  sense  Of  &e  word.  That  term,  it  seems 
to  me.  is  properly  applied  to  one  who  takes  unnecessar^r  chances,  diances  created 
just  for  the  sake  of  having  a  chance.  The  fanner's  busmees  is  a  fundamental  and 
necessary  business,  and  the  risks  involved  are  incidental  to  that  business  and  insepa- 
rable from  it.  So  that  while  the  farmer,  in  my  opinion,  is  a  big  risk  tfikeac  he  is  not  a 
gambler  in  ^e  proper  use  of  that  word. 

Insurance  is  at  tbe  present  time  availal^le  to  business  men  in  general  for  nearly  all 
important  risks,  with  the  exception  of  the  producer  of  crops.  It  is  not  necessary  to 
enumerate  the  several  kinds  of  insurance  available.  You  gentlemen  know  that  a 
man  can  get  fire  insurance  and  windstorm  insurance  and  sprinkler-leakage  insurance, 
and  plate-glass  insurance,  and  all  the  various  fxmna  of  casualty  insurance.  And  the 
carerul  busmees  man  very  ewerally  protects  himself  against  a  v^  large  percentage 
of  the  hazards  lhat  surround  him. 

As  I  see  it,  the  farmer  is  the  only  one  that  has  had  little  or  no  protexition  oSmea 
him  against  tiie  v«fy  great  hazards  he  assumes  in  the  production  of  crops. 

The  first  insurance,  as  we  know,  was  marine  insurance.  It  was  essentially  weather 
insurance.  And  I  can  think  of  practically  no  other  business  that  resembles  the  old 
form  of  '  trading  at  sea,"  as  it  was  called',  than  does  the  production  of  crops.  The 
transformation  of  the  farmer's  prospects  into  tangible  wealth  is  dependent  upon  the 
weather  much  to  the  same  extent  as  trading  at  sea  was  dependent  upon  the  weatha 
for  the  success  of  the  enterprise.  And  the  hazards  of  the  farmer  are  not  limited  to 
weath^  hazards.  In  addition  to  drou|[ht,  excessive  moisture,  windstorms,  and  vari- 
ous other  weather  hazaids,  the  farmer  is  up  against  insect  and  animal  peete  and  pbmt 
diseases* 

As  stated  by  the  Secretary  of  Agriculture  a  few  minutes  ago,  protection  against 
the  hazards  involved  in  producing  crops  is  particularly  needed  by  the  new  or  begin- 
ning farmer,  who  invests  his  accumulated  capital  in  a  crop  and  in  addition  is  obliged 
to  obtain  credit  in  order  to  supplement  his  accumulated  capitid.  The  farmer,  who 
ofttimes  has  his  all  staked  in  a  smgle  season's  crop,  would  firid  crop  insurance  a  great 
advantage;  a  blesmng,  as  I  see  it. 
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\0  IHVESTIGATIOlSr  OF  CROP  INSTO^NCE. 

I  would  like  to  say  a  word  as  to  the  nature  of  the  insurance  that  the  farmer  needs. 
He  needs  insurance  not  against  crop  damage  as  such,  but  against  crop  dami^  so  severe 
as  to  r€»ult  in  serious  financial  loss  to  him.  Th^  is  a  dirtinctioii  which,  in  my  opinion, 
should  be  kept  in  nmid  between  crop  damage  and  finandal  loss ,  ^ch  is  cit&a  over- 
looked by  thoee  speakii]^  about  crop  insurance.  Assiune,  for  instance,  that  a  fonner 
invests  in  his  crop  an  amount  of  capital  and  labor  which  at  current  prices  is  equiva- 
lent to  16  bushels  of  wheat  per  acre.  The  crops  develop,  and  he  has  in  prospect,  say, 
32  bushels  to  the  acre.  Then  comes  along  one  of  these  untoward  weather  conditions 
or  other  hazards,  such  as  drought,  hail,  severe  storm,  or  insect  pest,  plant  disease 
maybe,  and  reduces  his  prospect,  say,  by  25  per  cent.  That  farmer  harvests  24  bush- 
els of  crop  to  the  acre  on  a  iield  where  he  has  invested  the  equivalent  ol  16  buam» 
to  the  acre.  He  therefore  enjoys  a  profit  instead  of  suffering  a  Iobb  in  i^te  of  the 
etm  damage  that  occuned. 

Hail  insoianee,  rath«  unfortunately,  in  my  opinion,  covers  that  kind  of  loss. 
When  you  buy  hail  insurance  you  buy  pv^tedkm  agsinst  hail  damage  as  such  without 
special  regara  to  financial  loss  suffered. 

The  Chairman.  You  do  not  think  that  is  an  insurable  quantity,  then? 

Mr.  Valgren.  I  think  it  is  a  quantity  which  the  farmer  does  not  need  to  have 
covered  by  insurance,  and  protection  on  which  costs  him  more  than  it  is  worth. 

The  Chairman.  I  understand  your  point.  He  has  a  prospective  investment  there^ 
however. 

Mr.  Valgrkn.  Yes,  mr. 

The  Chaieman.  A  prospective  profit,  I  will  say. 

Mr.  Valomsn.  Yes.  sir.  ^      ,  , 

The  Chairman.  But  if  he  reaps  enough  to  cover  the  cost  of  labor  and  seed  and  nu;ei 
the  investment  on  the  fwm,  and  meat  iiisurance  and  taxes,  you  think  he  has  incurred 

no  actual  loss. 
Mr.  Valgren.  No  loss  that  he  needs  to  insure  against. 

The  Chairman  .  While  he  has  not  incurred  an  actual  loss  in  propertjr,  he  has  incurred 
an  actual  loss  in  the  way  of  decreased  acreage  production  or  income  m  that  year. 

Mr.  VaIiORBN.  He  has  suffered  a  diminution  in  prospective  income,  I  admit. 

TheCHAiRMAN.  ButyoudonotthinktiiatanelwnentthatBhouJdbecc^^ 
the  matter  of  writing  crop  insurance. 

Mr.  Valgren.  That  is  an  element  which  I  personally  would  not  buy  insurance 
against  if  I  were  farming.  I  would  not  pay  the  rate  necessary  to  cover  such  a  loee. 
I  hold  to  the  position  that  any  risk  which  a  man  can  carry  liimself ,  without  taking  tile 
chance  of  being  seriously  crippled,  can  not  wisely  be  insured  against.^  I  say  thM 
because  no  insurance  can  possibly  be  given  by  anybody  without  a  certMn  amount  of 
loading  on  the  premiums  intended  to  cover  expmses  of  operation.  And  if  you  <^r ^ 
tibat  risk  yourself,  you  certainly  save  Hiat  element  in  the  insurance  premium  which 
it  is  necesstfy  to  duo^  in  cnrdet  ta  conduct  the  bnflfaie»,  awl  which  we  i^mlly  call 

tibe  loading.  j  u  * 

On  the  other  hand,  if  this  same  farmer  we  have  referred  to,  who  invested  the  eqmya- 
lent  of  16  bushels  of  wheat  per  acre,  should  suffer  a  crop  damage  which  would  bring 
his  total  yield  down  to  eight  bushels  per  acre,  and  thereby  is  compelled  to  work  for 
nothing  for  that  vear,  and  possibly  to  lose  some  of  his  accumulated  capital  U  not  all 
of  it,  then  he  is  in  a  position  where  he  very  mudi  needs  indenuuty  a^inst  loss. 

The  CHAimcAN.  Then,  your  contract  of  insurance  in  all  cases  would  cover  actual 
ksB  incurred  by  the  producer. 

l^r  ^AifOmsif  Yes  sir. 

The  Chairman.  And  that  would  decrease  the  i»^u|n  chais^,  is  ypur  idea? 

Mr.  Valgren.  Yes.  sir;  very  greatly. 

Mr.  Val(}ren.  1  might  say  that  the  crop  insurance  whicli  has  hitherto  been  ottered 
has  been  built  upon  that  basis  of  guaranteeing  only  the  investment,  or  I  think  it 
could  be  said  a  substantial  part  of  the  investment,  rather  than  the  total  proBpeclB. 
What  I  refer  to  now  is  crop  insurance,  not  hail  insuraace. 

Hail  insurance  has  always  been  written  and  is  still  written  in  the  form  of  a  valued 
policy,  and  if  you  should  lose  <Hie-fourth  of  the  prospective  yield,  were  that  pro- 
spective yield  large  or  small,  you  would  get  one-fourth  of  your  indemmty  guaranteed 
in  the  policy.  So  that  the  farmer  I  just  used  in  my  illustration,  who  invested  lb 
bushels  per  acre,  and  had  prospects  of  32  bushels  to  the  acre  yield,  should  he  lose 
one-fourth  of  it  and  thereby  reduce  his  yield  to  24  bushels  to  the  acre,  he  wouUi 
collect  one-fourth  of  his  hail  insurance  indemnity  in  addition  to  reaping  the  profit 
represented  by  his  actual  harvest.  i  •  * 

I  have  no  moral  point  to  make  against  that  form  of  insurance,  but  am  trying  to 
make  the  point  that  it  covers  more  than  is  neces^  in  so  far  as  the  hail  hasud  is 
concerned.  ^  j 
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On  the  other  hand,  hail  insurance  covem  kn  than  is  necessary  in  so  isr  as  ^eral 
crop  hazards  are  concerned.  A  man  may  buy  httil  insoiaace  md  tii^  lose  his  crop, 
or  suffer  very  severe  damage  tiiereto  by  reason  of  drought  or  other  hazard.  In  that 
csm  he  has  his  hail  insurance  premium  to  pay  in  addition  to  suffering  his  loss.  Thai 
is,  if  he  does  not  lose  his  crop  by  reason  of  hail,  why  of  course  he  is  paid  no  indemnity 
on  his  hail  insurance  policv,  but  his  hail  insurance  premiums  are  added  to  his  losses. 

At  the  same  time  I  have  no  desire  to  argue  against  the  purchase  of  hail  insurance 
in  territory  where  the  hail  hazard  is  severe.  I  am  simply  tr}ing  to  point  out  that 
hail  insurance  does  not  fill  the  fanners'  real  requirement.  He  has  need  for  general 
crop  insurance.  '  , 

The  Chairman.  You  mean  it  does  not  furnish  him  ara^e  oppntamty  to  cover 

bis  losses? 

Mr.  Valorbn.  No,  sir;  it  does  not.  ,  v  . 

The  Chaibman.  But  you  approve  of  hail  insurance  so  lar  as  it  goes,  «id  the  plan 
that  has  been  used  makes  it  a  very  good  insurance? 

Mr.  Valgken.  I  am  not  sure  I  would  care  to  go  that  far.  I  think  hail  insuiance 
as  now  written  may  well  be  worth  the  cost  to  many  farmers,  but  it  is  not  written 
on  a  plan  which  gives  the  greatest  protection  for  the  cost,  because  it  covers  loss  of 
prospects  as  well  as  loss  of  actual  investment.  And  the  prmiiuiny  of  course,  M  in 
inoportion  to  the  ind^nnity  guaranteed.  In  ottiflr  wistdi,  hail  instuaaee  as  it  is 
now  written  k  more  expensive  than  it  need  be  in  Older  to  give  the 

protection  against  the  hail  hazard. 

The  Chairman.  What  is  the  distribution  of  territory  in  respect  to  these  hail  con- 
tracts?  Is  it  confined  t^Mnow  limits,  or  does  it  go  over  vast  communities  or  indeed 

many  States? 

Mr  Valgrent.  Do  you  mean  the  companies  writing  that  form  wliliriuauce? 

TheCHAiRMAN,  Yes. 

Mr.  Valgren.  The  joint-stock  fiie  insurance  companies,  which,  as  stated  bv  ttie 
Secretary  of  Agriculture,  write  about  half,  or  at  any  rate  in  1919,  when  I  gathered 
some  data  on  ttie  subject,  did  write  half  of  the  total  of  the  hail  insurance  issued  in 
the  United  States,  operate  as  a  rule  in  a  large  number  of  States,  in  8  or  10  States, 
and  some  of  them  in  perhaps  30  or  more  States,  nearly  over  the  entire  country.  We 
have  some  States  in  the  South  where  hail  insurance  has  not  been  written  because 
there  is  such  a  slight  hail  hazard.  The  most  of  the  mutual  companies  limit  them- 
selves to  a  single  State.  We  have  three  or  four  mutual  hail  insurance  companies  that 
write  in  two  or  three  or  half  a  dozen  States. 

The  Ghairmak.  Are  tlidse  mntnal  companies  as  a  rule  praspermg? 

Vbt.  Vamuvk.  Do  you  mean  Ibe  mntuals  or  joint-stock  companies,  <Nr  botii? 

The  GtfAiUiAN.  I  want  the  whole  subject  discussed. 

Mr.  Valgren.  Well,  there  will  probably  be  other  men  who  can  give  you  more 
definite  information  on  that  subject  than  I  can,  at  least  so  far  as  joint-stock  companies 
are  concerned.  However,  from  such  information  as  I  have  found  I  should  say  that 
they  have  made  a  reasonable  profit  on  hail  insurance;  that  is,  the  joint-stock  fire 
insiuunce  companies  who  write  hail  insurance  as  one  of  their  side  lines,  you  mig^t 
say.  Those  profits  have  not  been  as  laige  aft  many  people  imagine,  hxmewr.  In 
Departmwt  Bulletin  No.  912,  fumkhed  you  by  the  Secretary,  on  pi^  27,  you  will 
find  a  diagnttft'  wl^,  by  two  lines  for  each  year,  indicate  the  apfnoxmiate  amount 
of  hail  insotaaee  praninms  collected  by  joint-stock  insomroe  companies  snd  mutual 
companies. 

The  Ohairman.  Can't  you  give  those  figures  to  the  reporter  so  they  will  appear  m 

our  record? 

Mr.  Valgren.  I  can  do  that  if  you  care  to  take  the  time. 

The  Chairman.  We  do  not  want  to  put  a  published  document  into  the  recwd« 
But  if  you  refer  to  any  of  these  figures  that  may  eajdly  be  iniduded  I  wmdd  laAer 
haVii  dfera  ^ted. 

ytr.  VaiiORBK.  I  do  not  have  that  data  here. 

The  Chairm AK.  You  may  put  that  in  later. 
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INVISHGATION  OF  GBOP  UrgSWAlfCaS, 


Premiums  received  and  tMses  paid  on  hail  bimness  in  the  United  Stales  by  joint-slock 

fire  insurance  companies,  1890-1922. 


L0SM9* 

1  Year. 

Preouums, 

$34,096 

90,845 
145,575 
91,194 
44,594 
64,671 
83,925 
171,020 
334,831 
255,615 
176,348 
370, 719 
307,040 
536,535 
587,433 
761,697 
531,648 
3.53,890 

520,894 
44,151 
29,194 
67,656 
10,498 
22,685 
79  429 
71,658 
124,594 
259,050 
80,346 
139,469 
262,315 
395,915 
394,708 
550,768 
142,261 
362,872 

1 

$893,260 
998,410 
735,696 

945,446 
1,640,044 
1,772,775 
3,213,235 
6,395,039 
8,185,388 
8,002,617 
12,854,309 
19.459,838 
16,909,570 
12.700,520 
9, 120,328 

$748,046 
647,906 

260,288 

417,793 
995,630 
695,619 

1,662,634 
8,238,988 
7,565,468 
4,212,363 
7,770,571 
7,894,738 
9,754,609 
8,732,251 
7,055,010 

1»1  

1  1909  

1883  

1894  

1912  

1895  

1  1915  

1916  

t  1919  

1».  

19Qft  

\  19211  

19221  

108,768,151 

69,710,287 

1  Fimires  for  last  three  vears  are  taken  from  the  National  Umtewriter     Manh  16.  I^^CfP^^^i^l 

Mr.  Valgren.  The  figures  I  might  say  indicate  a  reasonable  profit  has  been  made  by 
the  joint-stock  insurance  companies  writing  this  form  oi  coverage,  but  not  a  very 
larpe  rofit 

^The  Chairman.  Isinsuianoeof  that  character  diminiahing  or  increasing  in  number 
of  poUcieB  and  amount  of  insurance  written? 

Mr.  Valobbn.  The  insurance  written  by  the  Uuger  group  of  hail  insurance  com- 
panies) uame^,  the  joiB^Hirtock  immianoe  compames,  ha»4ecrea8ed  y0Ey>  niftt^riaUy 

since  1919. 

The  Chairman.  What  reason  do  you  assign  for  that? 

Mr.  Valg  rex  .  Well,  I  think  probably  the  main  reason  is  that  the  farmers  have  been 
hard  hit  by  the  relatively  low  prices  for  farm  products,  and  have  felt  themselves 
unable  to  buy  this  kind  of  protection  which  they  bought  very  liberally  of  in  1918  and 
1919,  when  prices  for  farm  products  were  good  and  thelarmershad  a  very  good  ipcome. 

The  Chairman.  Speakii^  in  avenge  terms  of  pcemiutt  cJiaiEge  and  losses,  coveied 
by  these  hail  contiacts,  what  do  they  amount  to? 

Mr.  Valgren.  It  is  pretty  hard  to  get  at  an  averse.  The  premium  on  hail  insurance 
-varies  from  3  per  cent  to  15  per  cent  or  16  per  cent.  Personally,  I  should  say,  as  a 
guess,  that  the  average  would  not  be  far  from  ti  per  cent.  Theye  is  a  relatively  small 
amount  written  at  above  10  per  cent. 

The  Chairman.  Is  that  percentage  of  the  prospective  crop  or  the  total  losscairiea 

in  the  policy  of  insurance?  .  , .       ,  ^  ^  a 

Mr.  Valgren.  That  is  percentage  of  the  face  of  tiie  pdicy,  the  amount  gu«i»nto«« 

the  insured  in  case  <rf  total  loss. 
The  Ghaibman.  What  is  the  estimate  of  total  loss  based  upon?  , 
Mr.  Valgbbn.  Do  you  mean  the  face^of  the  policy? 

The  Chairman.  Yes;  do  they  insure  for  the  full  prospective  amount  or  the  average 
annual  yield,  or  three-fourths  or  one-half?  1  would  Uke  for  you  to  go  ahead  and 
explain  this  whole  subject.  w  i 

Mr.  Valgren.  In  the  matter  of  hail  insurance  they  have  paid  rdatively  Utt*e 
attention  to  the  amount  of  insurtoce  carried.  They  have  givOT  the  fanner  essentially 
all  the  protection  he  wanted  to  pay  for  against  that  hazard.  Many  of  the  comi«nies 
have  limited  the  amount  they  would  themselves  write  to,  say,  $10  an  acre  on  ordinary 
crops,  or  |12  an  acre.  But  they  have  not  objected  to  the  man  taking  a  corresponding 
amount  of  insurance  from  one  or  more  other  companies.  So  that  he  could  get,  if  he  so 
desired,  $30  or  $40  hail  insurance.  In  case  of  loss  he  would  collect  a  certain  percentage 
of  his  indemnity  from  each  of  the  companies  carrying  the  risk.  In  other  words,  the 
farmer  has  been  offered  an  opportunity  if  he  so  desired  to  gamble  m  hail  ii^an(». 

The  Chairman.  He  could  not  collect  all  that  his  insurance  called  for  from  aU  ol 
the  companies,  could  he?  . 

Mr.  Valgren  .  In  case  of  a  total  loss  he  would  collect  the  full  amount  of  ms"^^^® 
specified  in  the  policies  frcMm  each  of  the  companies,  evOT  thooi^  that  amouatea  to 
$10  and  his  crop  without  damage  was  wortii  15  or  110  an  ac^e. 


That  is  what  I  referred  to  aidiile  ago  when  I  said  it  was  a  valued  policy.  The  crop 
ioriiisuiaiice  purpoees  is  valued  at  miatover  figure  the  poUcv  pvovidee.  It  has  little 
reference  to  me  true  value  of  the  crop.  Settlement  is  made  on  a  percentage  basis. 
If  half  of  the  crop  is  g«me  tiie  insured  odlects  half  of  the  face  value  of  his  policy  or 

policies. 

In  the  last  few  years  I  belie\  e  companies  have  taken  the  position  that  they  did  not 
want  a  farmer  to  gamble  in  hail  insurance,  and  have  prevented  him  from  taking  more 
than  a  certain  amount  of  so-called  concurrent  insurance.  That  is  to  say,  one  company 
will  write  a  policy  for  $12  an  acre,  and  they  will  give  a  person  the  rig^t  to  take  out  an 
additional  policy  for  $12  an  acre^  but  no  more,  imm  some  otiier  company. 

The  Ohaibmak.  The  matter  is  not  dear  to  me  yet  on  this  projXMtion.  What 
amount  of  insurance  can  the  average  farmer  take  in  North  Dakota  or  in  Kansas  or  in 
Miimeeota  on  an  acre  of  wheat?  Is  it  based  on  what  he  thinks  the  yield  will  be  per 
acre  or  what  it  has  been  over  a  certain  period  of  years:  and  is  it  on  the  full  amount  of 
the  loss  or  only  a  portion  of  it:  and  is  it  based  on  the  value  of  wlieat  on  the  market? 

Mr.  Valgren.  It  has  no  fixed  relation  to  the  value  of  the  crop.  A  company  writing 
hail  insurance  may,  if  it  so  chooses,  set  an  arbitrary  limit  on  what  a  farmer  can  taJpe 
on  his  crop,  but  it  has  been  open  to  farmers  to  buy  a  larger  amount  of  hail  iAsttmaee 
tium  the        of  tbiir  crops. 

The  Ohaibhan.  Has  not  there  been  a  study  of  the  sub}ect  so  far  in  order  to  deters 
mine  in  ^t  States  w  localities  tha^e  have  been  the  greatest  loosea? 

Mr.  VaijOBBK.  Yes. 

The  Chairman.  And  are  premiums  based  on  that  information? 

Mr.  Valobsn.  Yes;  and  premiums  vary  aU  the  way  from  3  per  cent  to  15  or  more 

per  cent.  i.  ,  * 

The  Chairman.  Then  you  would  saylhat  hail  insurance  is  a  practical  method  ox 
covering  crop  hazards  so  far  as  hail  is  concerned,  and  t^ev^  is  v«y  Utile  mete  1o  do 
is  &e  way  of  majdnr  a  fnrSi^  study  of  the  ridt? 

Mr.  Yalobbn.  It  is  a  practical  method  as  to  the  hail  hazard* 

The  CHAnuf  an.  There  are  various  other  causes  that  damage  crops,  some  of  a  greater 
consequence  tham  haU.  Why  is  it  contracts  of  insurance  have  been  practically  r«r 
stricted  to  damage  from  hail  and  not  tried  out  from  other  standpoints? 

Mr.  X  algren^  I  do  not  know  that  T  could  give  a  verj^  satisfactory  answer  to  that 
question.  My  personal  opinion  is  that  the  hail  losses  or  damages  are  very  spec- 
tacular, and  nearly  cA'erj^  farmer  has  seen  some  other  farmer's  crop,  if  not  his  own, 
ruined  from  this  cause.  'Hiat  makes  him  open  to  salesmanship  on  that  questiffMiy 
and  a  man  ofierix^  hail  insurance  will  find  a  rekitiv^  '^'^y.  listener.  FuraMrmore, 
damage  from  hail  can  to  a  large  extent  at  least  be  mstinguished  from  daoHige  from 
other  causes,  and  that  makes  it  practical  for  an  insuranoe  company  to  inmn  agaifiBt 
this  specific  hazard  and  eliminate  all  other  hazards. 

The  Chairman.  At  what  stage  of  maturity  do  hailstorms  usually  occur? 

Mr.  \'algren.  Storms  of  coiu^e  may  occur  at  any  time  during  the  summer.  Sus- 
ceptibility to  severe  damage  increases  as  the  crops  approach  maturity. 

The  (^hairman.  Hailstorms  do  not  occur  during  the  wintertime  or  early  spring,  of 
course? 

Mr*  Valobbk.  No. 

'Hlfte  Ohaibman.  Does  it  happen  that  a  hailstorm  will  come  after  wheat  readies  head? 

Mr.  A'algbkk.  It  may  happmi  before  ^eat  gets  into  the  head.  A  hailstorm  causes 
greater  damage  when  tiie  crop  is  nearer  maturity.  If  it  occurs  just  as  the  wheat  is 
about  ripe  the  straw  is  brittle,  and  a  hailstone  will  do  greater  damage,  to  a  greater 
number  of  straws  under  such  circumstances.  In  the  earlier  period  of  the  crop  it 
sometimes  appears  that  the  damage  is  more  severe  than  it  really  is;  a  young  crop  may 
more  or  less  recover  from  such  damage. 

The  Chairman.  Begardii^  an  interesting  article  you  wrote  in  October,  1922,  to 
the  Journal  Insurance  and  Financial  Statistics.  In  that  article  you  give  the  total 
crop  damage  from  all  causes  as  about  2&  per  cent. 

Mr.  Valqbbn.  Yes,  sir. 

The  Ohakhan.  Then  you  classify  the  causes. 

Mr.  Valgren.  Yes. 

The  Chairman.  This  is  based  upon  a  study  from  1909  to  19J8,  inclusive,  a  period 
of  10  years. 
Mr.  Valgren.  Yes. 

The  Chairman.  You  have  among  the  causes:  Deficirat  moisture,  12  per  oeirtof  the 
cent;  excessive  mcnsture,  2  per  cent;  flood,  0.33  per  crat;  frost,  OXKT  per  cent; 
hml,  1  per  cent;  hbt  winds,  2  per  cent;  stonns,  0.26  per  cent.   Therefore  it  would 
seem  that  dama^  by  «xcessiv«  mmtture  is  twrive  times  that  of  hail,  and  fn»a  hot  wind 
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Mi.  VjuiGBbk.  Yei^  flb.  ^  .  t  |   

The  OHiUbicak.  In  yoiir  opinion  ifl  it  piacftical  for  an  insurance  contract  to  coveat 
all  theee  vari0y0  cttoses,  er  any  of  them  over  and  abore  the  elenmit  of  hail  yon  have 
discuBBed? 

Mr.  Valgren.  Well,  if  you  were  g^oing  to  cover  all  the  hazards  to  the  same  extent 
that  the  hail  hazard  is  covered  in  a  hail  insiu-ance  contract,  the  premium  would  become 
prohibitive.  That  is  one  reason  why  I  find  some  fault  with  the  hail  insurance  cover- 
age— that  it  covers  prospects  of  profits  as  well  as  investment. 

The  Chairman.  Well,  then,  do  I  understand  you:  Take  10  causes  of  damage,  a 
policy  covering  theee  10  mau^  causes  of  damage  would  biisg  tine  premium  so  faig^ 
the  farmer  comd  not  pay  it?  *  • 

-Mr.  Valgkbn.  Yes. 

The  Chairman.  Would  you  take!  one  oi  die  causes  sepantely  then? 

.  Mr.  Valgrek.  No. 

The  Chairman.  Or  would  you  combine  two  or  more,  or  would  you  take  a  certain 
r^on  and  include  those  in  a  single  contract? 

Mr.  Valgren.  I  would  cover  all  hazards  in  a  single  policy,  but  I  would  cover 
damage  from  those  hazards  only  when  it  was  so  severe  that  it  brought  the  yield  har- 
verteS  below,  and  I  diould  say  materially  below,  the  investanent  in  the  erop.  TiM 
would  tiiuniate  a  very  large  pereimtage  of  Ihese  cafop  damagee^eeverad  by  tito  %wm 
you  have  just  menticmed. 

The  Chairman.  But  if  you  get  the  basis  of  actual  loss  on  investment  worked  out, 
you  would  include  all  of  the  major  causes  of  damage,  I  understand? 

Mr.  Valgren.  I  would  include  all  causes  of  datnage  which  are  entirely  beyond  the 
farmer's  control. 

The  Chairman.  You  would  not  include  all  cadW»'0#  damage  or  loss  wMch  usually 
occur  in  a  community?  Take  in  the  South,  fcsc  iitftance,  utd  consider  cotton,  aa  to 
damage  from  hail,  or  possibly  defideot  moistuie^  would  you  include  lUngB  of  that 
kind? 

Mr.  VaXiOBBN.  I  see  no  reason  why  they  should  not  be  included,  because  if  that 
hazard  is  very  small,  then  of  course  it  would  enter  into  the  premium  calculation  in 
a  similarly  small  way. 

The  Chairman.  I  guess  you  are  right.  Has  there  been  any  insurance  issued,  other 
than  covering  loss  by  hail,  by  old-line  companies  or  mutual  organizations? 

Mr.  Valgren.  Yes;  as  has  abready  been  stated  before  this  committee,  theffe  were 
three  companies  that  wrote  geneial  crop  insmnmice  in  oettaht  States  of  the  Mddle 
West  in  1917,  and  with  very  advene  e3q«ience  to  the  ompames. 

Hie  CHAmMAN.  What  kind  of  companies  were  they? 

Ife,  Vaiabsk.  Two  of  those  companies  were  joint-stock  fire  insurance  companies, 
and  one  was  a  mutual  fire  insurance  company  which  undertook  to  write  this  form 
of  coverage.  In  1920  this  plan,  somewhat  modified,  was  revived  by  the  Hartford 
Fire  Insurance  ('o.,  and  in  the  following?  year  I  believe— 1921— a  certain  amount 
of  insurance  on  essentially  the  same  plan  was  also  written  by  the  Home  Insurance 
Co.  of  New  York.  " 

The  Chairman.  What  were  the  results  to  th^? 

Mr.  Valgren.  I  am  not  thoroughly  posted  on  the  actual  experience  of  these  com- 
panies. The  figures,  so  far  as  I  Imow.  ^win^  tiieir  premiums  and  their  losses  have 
not  been  publidied  separately  from  the  premiums  and  losses  on  other  risks  written 
by  the  companies  mentioned.  From  such  information  and  reports  as  come  to  me, 
however,  the  companies  have  lost  money  on  this  form  of  insurance. 

The  Chairman.  Do  you  think  the  various  factors  that  enter  into  the  destruction 
or  damage  to  crops  should  be  independently  studied  as  affecting  various  communities 
or  districts  in  tiiie  country  ;  or  can  you  base  it  all  upon  the  average  yield  over  a  period 
of  years,  and  from  that  make  a  deduetion  tfofficieiit  to  iem  a  faaaoa  for  an  ioMUSttnce 
contract?  ' 

Mr.  VAiiOREN.  I  am  not  entirely  clear  on  that  myself. 

The  Chairman.  I  would  like  for  you  to  discuss  it  anyway.  It  is  a  very  important 
subject. 

Mr.  Vat.gren.  Yes:  1  realize  that  it  is.  It  seems  to  me  that  while  these  causes  of 
crop  damage  can  l)e  studied  separately,  that  the  combined  net  effect  of  all  of  them 
appears  in  the  actual  crop  yield,  and  tliat  if  you  were  to  give  me,  for  instance,  for  a 
grven  territory  the  actual  crop  harvested  each  year  for  10  or  20  years,  I  would  be  m 
a  poaitum  to  give  you  a  reasonable  rate  for  a  guaranty  ol  an  average  yield;  or,  say, 
dme-fomrtbs  of  an  average  yield  for  that  same  territory.  I  would  say  from  those 
figures  you  could  tell  how  frequently  and  to  what  extent  the  yield  had  fallen  below 
the  average.  It  seems  to  me  the  most  significant  data  as  a  basis  for  crop  insurance 
pcemiums  or  xat^  is  really  the  actual  yield  on  a  given  farm  over  a  long  ^les  of  years. 
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The  Chairman-  AiD^re^fttiftWi  collected  by  the  Department  of 

Agriculture?  J, 
Mr.  Val(;ren.  To  a  certain  extent. 

The  Chairman.  I  want  to  kow  how  fully  the  work  has  been  done,  over  irtiat  range 
of  time  it  lias  extended,  and  how  far  you  propose  to  go  forward  with  it  m  flie  future. 

Mr.  Valgren.  I  do  not  feel  that  the  Department  of  Agriculture  has  suffioent 
information  of  the  type  I  have  just  motioned,  namely,  yield,  to  work  out  sa^smc* 
tory  rates  for  all  parts  of  the  country  at  the  present  time.  But  local  surveys  are  being 
made  in  selectedareas  each  year,  and  they  get  their  yield  as  far  back  as  tlioy  ran 
as  well  as  the  yield  of  the  current  vear.  Furthermore,  the  exp(^nmeiit  stations  oper- 
ated more  or  lees  jointly  between  the  T'nited  States  Department  of  Agncultiiro  and 
the  State  agricultiu^l  colleges,  liave  accurate  records  on  the  experimental  tarms 
for  the  lengtli  of  time  these  experiment  stations  have  l)een  m  existence.^  Ui^*r- 
tunatelv,  of  course,  they  are  too  few  and  far  between  to  provide  inficmnation  that 
would  fee  a  sound  bads  for  rates  for  all  parts  of  all  States.  „      ,  ^  m 

The  Chauiman.  You  would  not  say  that  your  department  has  collected  facts  sutti- 
dimt  to  justify  insurance  ccNpapaoijW  to  »oc€^  t3)ii#l  «i*  barifl  for  A  contract  of  mauraoco 
ol  this  kind,..would  you?  _ ,   

Mr.  Vaixjbbh.  tb^X  .FOMld  need  to  supplement  tM  data  througj 

other  sources.  ^  ,  i     j  s. 

The  Chairman.  Is  the  Department  of  Agriculture  prepared  to  ^^o  aliead  m  the  next 
few  years  and  feather  }  ield  statistics  and  the  losses  from  various  causes,  and  amplify 
the  work  and  make  it  more  complete  and  accurate?  , 

Mr.  \  ALGREN.  I  am  not  in  a  very  good  position  to  answer  that  question.  M>;  own 
work  has  not  been  connected  with  crop  reporting.  But  I  think  more  mformation  is 
be&Jg  gathered  ever>'  vear  than  was  gathered  the  year  before,  and  m  that  way  the 
records  aiie  bdng  amplified  and  extended.  Damage  from  specified  hazards  to  speci- 
fied crops  is  avSlable  for  all  parts  of  the  countr>\  These  data  now  extend  over  12 
or  13  years.  It  does  not  cover  orchard  crops,  only  the  10  leading  field  or  farm  crops 
are  covered  by  these  reports.  At  the  present  time  they  are  not  in  such  shape  to 
make  them  highly  usable,  because  they  have  been  summarized  only  by  geogra^c 
districts,  and  they  should  be  summarized  by  States  and  by  divisions  of  States.  Bnt 
that  could  be  done  with  a  reasonable  amount  of  clmcal  help. 

The  Chaibmam.  Would  yon  suggest  that  legislation  be  enacted  providmg  addi- 
timial  funds  if  needed  and  giving  further  authority  to  theSep|«Aary  of  Agriculture  to 
use  the  means  at  his  disposal  in  collecting  such  data? 

Mr.  Valgren.  Well,  I  do  not  know  whether  additional  funds  are  needed  or  not. 
So  far  as  data  regardinj;  damage  from  si^ccified  causes  to  specified  crops  are  <  on- 
cerned.  I  think  they  may  possibly  be  worked  up  by  the  crop  reporting  division  m 
a  reasonable  tinu  .  Of  course  there  are  periods  when  they  have  to  carrv  a  peak  load, 
and  then  ther  j  are  other  times  when  the  load  is  not  quite  so  heavy,  and  at  such  times 
they  take  up  tabulating  and  computing  work  not  required  by  any  given  date.  I 
think  it  is  the  plan,  as  soon  as  they  can  get  to  it,  to  work  up  this  crop  damage  data. 
It  may  be  necessary  to  provide  sMtte  additional  hrfp  to  w<ak  this  up,  but  as  to  that 
I  am  not  definitely  advised.  . 

The  Chairman.  Have  you  noticed  any  disposition  on  the  part  of  mutual  insurance 
companies  in  the  wheat  States  where  damage  to  crops  occurs,  or  of  any  other  insur- 
ance companies,  for  that  matter,  to  broaden  the  field  of  insurance? 

Mr.  Valgren.  I  know  of  no  serious  attempts  on  the  part  of  mutual  insurance  ccwn- 
panies  to  go  into  the  general  crop-insurance  line.  One  Michigan  ccMni>any  spoke  of 
It  last  year,  according  to  a  notice  in  a  newroaper.  I  communicated  with  the  secre- 
tary of  the  company,  and  he  said  they  had  been  thinking  of  it,  but  that  they  would 
not  do  it  this  year,  and  he  did  not  know  whra^if  ever  they  would  undertake  it. 

The  Chairmak.  If  the  farmer,  wherever  his  place  of  activity  may  he,  could  ac(|uirc 
general  crop  insurance  based  upon  actual  loss  as  detailed  by  you,  wouldn't  that  add 
largely  to  his  al)ility  to  acquire  intermediate  credits  to  carry  on  his  farming  work?^ 

Mr.  Valgren.  I  think  there  is  no  doubt  that  it  would  improve  his  credit  situation 

very  materially.  j  - 

The  Chairman,  Do  you  think  insurance  of  <hat  kind  is  practical,  and  do  you  give 
it  as  your  opinion  that  some  day  prficies  of  that  kind  will  be  issued? 

Mr.  Valgbkn.  Yes;  that  is  my  opinion.  I  believe  that  joint  stock  insurance 
companies  now  writing  it  will  probably  continue,  and  that  other  insurance  companies 
will  take  up  this  form  of  coverage,  although  the  rather  disastrous  experience  that 
met  the  first  attempt  at  writing  crop  insurance  has  for  a  time  discouraged  that  line  of 
work.  I  think,  however,  those  adverse  experiences  were  due  to  a  lack  of  knowledge 
of  the  problem  tackled,  not  only  with  special  reference  to  the  physical  hazards,  but 
with  regard  to  what  might  be  called  the  moral  hazards  involved.  Of  course  the 
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fmMT  Idnvolf  can  not  bring  about  disaster  to  his  crop  from  drought  or  any  of  these 
othcf  causeB.  But,  in  the  firet  place,  an  inaunmce  company  writing  this  fonn  of 
inmiranco  as  I  see  it  ia  confronted  with  the  im>bl^  of  very  advise  seleeticnia  of  19m 
insured.  That  is,  the  farmers  who  farm  worse  than  tiie  average  in  their  commuiiity, 
and  who  may  be  inclined  to  take  advantage  of  any  and  every  loophole  that  may  be 
found  in  the  insurance  contract,  will  be  the  most  readily  sold  on  a  proposition  of  this 
kind.  A  company  has  to  learn  to  guard  itself  against  these  new  problems  involved 
in  general  crop  insurance  and  which  are  not  involved  in  hail  insurance  or  in  the  other 
forms  of  insurance  now  written.  *  ' 

One  reason  assigned  for  the  heavy  losses  suffered  by  the  three  pioneers  in  the  field 
of  crop  inBUiance,  particulariy  in  NtHrtfa  Dakota  and  Montana  in  1917,  was  the  fact 
that  uiose  companies  permitted  banks  who  had  not  in  genexal  written  insiixance 
for  them  to  write  this  form  of  covers^.  They  said :  Here  is  a  very  simple  proposition, 
and  anybody  can  write  this  insurance  for  us.  The  banks  were  very  closely  tied  up 
Avith  the  farmers,  and  when  the  drought  came  on  in  the  summer  of  1917  the  farmers 
who  had  heard  of  this  insurance  wanted  it,  and  wanted  it  badly,  and  the  bankers 
wanted  them  to  have  it,  and  they  wrote  the  insurance.  T  am  reliably  informed  that 
some  of  tliis  insurance  at  least  was  written  after  the  crop  was  practically  gone.  There 
are  no  doubt  many  forms  of  moral  hazard  connected  with  this  kind  of  insurance  that 
a  company  must  learn  to  guard  itself  {gainst. 

The  Chairman.  I  have  an  intoiesting  letter  from  D^my  &  Co.,  fruits  and  produce, 
167  South  Water  Street,  Chic£^.  I  hope  a  representative  of  that  firm  will  be  here 
this  week.  But  briefly  referring  to  the  matter  we  have  been  discussingy  they  say 
.they  have  recently  assumed  the  risk  on  a  thousand  acres  of  potatoes  grown  in  the 
south.  It  is  a  very  interesting  contract,  and  I  only  refer  to  it  now  by  reason  of  the 
fact  that  it  goes  way  beyond  the  risk  from  hail  and  the  rate  is  set  forth  in  the  letter. 
This  is  evidence  that  the  field  of  insurance  is  being  extended  apparently  as  rapidly  as 
information  at  hand  will  justifj'.  I  do  hope  that  if  nothing  else  comes  out  of  these 
hearings  tiiat  Congress  may  at  least  create  new  a^ncies  for  speeding  up  the  collection 
of  very  essential  data  to  justify  the  sale  of  ciop  msuranee,  becanse  the  ririov  must  be 
asewtaaned  before  a  rate  can  l>e  fixed. 

Senator  Keyee,  do  you  wish  to  ask  Mr.  Valgren  any  que8(i<ni8? 

Senator  Keyes.  I  believe  not. 

Mr.  Valgren.  I  have  one  other  suggestion  to  make,  Mr.  Chairman. 

The  Chaikman.  The  committee  will^be  very  glad  to  hear  it. 

Mr,  Valgren.  This  is  more  or  less  speculation.  One  of  the  serious  problems  any 
agency  writing  this  form  of  insurance  wiU  be  up  against  is  what  I  referred  to  a  minute 
ago  as  the  moral  hazards, the  human  element,  the  inclination  of  certain  people  to  take 
unlair  advantage  of  the  insurance  contiact,  and  to  ooltect  indemn  i<ywjKlii  indemnity 
is  not  due.  I  have  been  told,  fcir  instance,  that  one  fsnaer  who  earned  crop  insurance 
and  was  in  effect  guaranteed  a  certain  yield  per  acxOi  reported  a  loss  after  harvest, 
and  it  was  found  that  he  had  sold  a  part  of  his  cotton  at  a  point  somewhat  distant 
from  his  usual  market  place*  He  reported  as  his  mconoie  and  yidd  that  obtained  and 
sold  in  his  market  place. 

It  seems  to  me  it  will  be  difficult  to  guard  against  all  of  the  various  forms  of  moral 
hazard  ^vithout  the  cooperation  of  the  community  in  which  the  crop  insurance  is 
written.  If  some  plan  could  be  devised,  and  I  have  no  reference  here  to  the  form  of 
the  agency,  whedier  joint  stock,  or  mutual,  or  state;  but  if  some  plan  could  be  devised 
by  which  were  would  be  a  oonmiittee,  say,  in  each  conununity  or  county,  responsible 
to  a  central  agency,  fortibie  adjusting  of  losses;  and  if  there  could  be  provided  in  the 
charter  or  by-laws  of  the  central  agency  that  after  a  certain  period  of  years  of  actual 
experience  in  this  form  of  insurance  the  rates  would  be  progressively  adjusted  to  an 
experience  ba£ds,  it  ndght  lead  to  a  community  of  interest  that  would  be  desirable  in 
guarding  against  the  moral  hazard. 

For  example,  if  the  insmance  plan  provided  that  for  the  first  five  years  certain 
rates  should  prevail  in  the  county,  and  in  other  counties  of  course  other  rates,  such 
rates  being  fixed  upon  a  basis  of  the  best  information  we  nOw  have;  and  alter  five  years 
an  adjustment  of  rates  shoidd  be  made  toward  an  experience  baas,  I  think  it  would 
be  advisable.  For  instance^  the  rate  in  f(Mrce  for  the  first  five  vears  in  that  .^ounty 
would  in  tiie  sixth  year  be  mcreased  or  decreased  by  a  certain  nraction  of  the  differ- 
ence between  that  rate  and  the  average  annual  cost  per  $100  of  insurance  based  on  the 
five-year  experience  in  the  county.  The  next  year  another  step  would  be  taken 
toward  an  experience  basis.  And  possibly  after  10  years  the  rates  in  that  county 
would  be  the  rates  established  simply  by  the  average  cost  of  gi\ing  that  insurance 
in  that  county.  Then  the  local  comnuttoe,  or  whatever  body  of  mana^ment  you 
had  in  the  county,  would  know  that  if  they  permitted  any  one  graft  on  the  company, 
or  obtain  indemnities  that  were  not  feilly  due,  in  the  longf  ran  m^Mvii'ipem 
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Wjould  e0tUl09tKk  to  roost  on  ibatmAvw  and  their  neighbocs  in  that  county  in  the  fom 
of  haAet  rates.  Counties  that  hM  down  their  imwimnce  costs  on  the  other  hand 

would  enjoy  relatively  lower  rates.  That  is  merefy  a  soggestion. 
Senator  Kbtbs.  Why  do  you  fix  a  period  ct  five  yean? 

Mr.  Valgren.  I  have  no  particular  reason.  It  is  merely  an  arbitrary  period  I  fix 
because  you  could  not  take  two  or  three  years  and  get  a  fair  average.  I  think  you 
would  have  to  have  at  least  five  years  experience  before  you  had  even  an  approach 
to  an  average,  and  at  least  10  years  before  you  had  anything  like  a  reliable  average. 

The  Chairman.  Mr.  Valgren,  before  you  close,  let  me  ask  you:  Will  you  be  able 
to  atteAd  the  hearinss  of  tms  ccmmittee? 

Mr.  Valomsn.  I  shall  try  to  do  so. 

The  Chairman.  Weshafi  be  f^aA  to  have  you  do  so,  as  you  have  given  this  matter 
considerable  etudy . 

Mr.  Valgren.  I  will  be  glad  to  give  you  any  information  I  have. 

The  Chairman.  The  committee  wants  to  accommodate  those  from  out  of  the  city 
as  much  as  possible.  For  to-day  I  have  quite  a  long  list  of  witnesses  here.  Is  there 
anyone  present  who  desires  to  be  heard  before  we  adjourn  at  1  o'clock  to  meet  again 
at  2.30  p.  m.?  If  there  is  anvone  present  who  desires  to  get  away  this  afternoon  we 
will  hear  fahn. 

Mr.  Doyle,  do  any  of  your  witnesses  wish  to  be  heard  now? 

Mr.  DoTUB.  We  are  ham  for  infomatjon,  realfy,  Mr.  Ghaamian,  and  would  pr^er 

to  wait. 

Xhe  Qqax^mav.  We  wi)l  be  g)ad  toJ^iea^  Mr.  ^ic^spaat  this  time. 

STATEMENT  OF  MR.  JACOB  NELSON,  STTPEIIINTENDENT  OF  HAIL 
DEPARTMENT  OF  AMERICAN  EAGLE  FIRE  INSURANCE  CO.,  CON- 
TINENTAL FIRE  INSURANCE  CO.,  FARMERS'  FIRE  INSURANCE 
CO.  OF  IOWA,  AND  FIDELITY  PHOENIX  INSURANCE  CO.,  CHICAGO, 
ILL. 

The  Chairman.  Mr.  Nelson,  do  your  various  companies  sell  hail  insurance? 
Mr.  Nelson.  Yes,  sir. 

The  Chairbcan.  I  do  not  want  to  inject  so  many  questions  into  the  record.  I  wish 
you  would  just  go  ahead  and  make  a  statement  rali^ve  to  the  subject  which  we  are 
considering  to-day,  doing  it  in  your  own  wav. 

^  Mr.  Nelson.  You  are  referring  ])articularly  to  the  subject  of  crop  insurance? 
'  'The  Chairman.  Yes;  we  are  studying  crop  insurance  particularly. 

Mr.  Nelson.  We  have  had  no  experience  in  the  writing  of  that  class  of  insurance, 
and  I  irould  Itonfeie  €mty  he  able  to  offer  Aeories  on  the  subject  if  I  attempted  to 
do  anything,  and  certainly  I  do  not  want  to  do  that. 

The  Chaibman.  I  understand  that  you  write  hail  insurance. 

Mr.  Nblbon.  Yes;  we  do;  but  I  thought  y<m  partioulady  deeued  to  bm^  «bout 
crop  insurance. 

The  Chairman.  Well,  hail  is  one  of  the  elements  that  damage  crops. 

Mr.  Nelson.  Very  well.  We  have  been  engaged  in  writing  hail  insurance  lor  a 
number  of  years,  sometimes  with  disastrous  results  and  sometimes  with  favomble 
results. 

The  hail-insuiance  contract  as  at  present  constituted  I  believe  is  fair  to  ail  oon- 
COTied.  And  the  business  is  sought  after  by  the  bm^&rs  acamling  to  their  ability 
to  pay,  and  I  believe  adjustments  have  been  satis6u:toiy  in  all  cases,  and  all  losses 
have  been  paid  in  full.   I  believe  it  is  recognised  as  cme  ol  the  standaid  forms  of 

indemnity. 

The  Chairman.  Do  all  ol  your  fompanie^  wate  this  form  of  insurance? 

Mr.  Nelsox  Yes,  sir. 

The  Chairman.  How  many  years  have  they  been  doing  it? 

Mr.  Nelson.  The  particular  companies  I  am  with  now  have  been  in  the  business 
only  four  years— 1919,  1920,  1921,  1922,  and  now  in  the  fifth  year. 
The  Chairman.  Where  do  you  sdl  ^is  insurance? 

Mr.  NbIiSon.  Fnm  Ohio  on  the  east  to  Qklahraia  on  the  south,  and  Colorado  and 
Montana  and  Idaho  and  eastern  Waahingloii.  Oiegdn,  and  thiou|^  the  thne 
prairie  Prg\nnces  of  Canada. 

The  Chairman.  Is  the  same  form  of  contract  used  in  the  whole  territory  men- 
tioned by  you? 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  Has  the  business  been  increasing  from  the  time  you  started  five 

yetrsago?  ■»!      '  i.*;  :  .    - .  . 
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Mr.  Nelson.  We  went  in  at  a  time  when  everything  was  at  the  peak,  when  the 
prices  were  high  and  the  demand  was  great.  Since  that  time  agricultural  and  financial 
conditions  have  been  such  that  the  business  has  fallen  off,  not  due,  however,  to  any 
lack  of  desire  on  the  part  of  farmers  to  buy  hail  insufance-'  Olff  volutne  of  b«Bi|lj608 
is  less  no^  than  it  was  the  first  year  we  mtmtA^  Mt  hf  the  reason  1  haVe  mentkmed. 

TkiB  Ohaibmak.  That  ym  think  is  d«a  to  l^d  depresBidii  gldBMally  ezistiiig  in 
agriculture?  * 

Mr.  Nblson.  Yee,  sir. 

The  Chairman.  During  this  peiiod  of  time  have  your  insurance  companies  found  it 
a  profitable  field  of  operation? 

Mr.  Nelson.  Well,  we  fortunately  started  after  the  disastrous  years  of  1915  and  1916. 
If  you  jro  over  a  10-year  period  1  would  say  the  business  has  not  shown  a  profit  to  the 
companies.  Last  year,  1920,  was  a  very  disastrous  year.  Speaking  for  my  paittcubr 
conapauies  I  will  saythat  otir  lour  yeaacB*  expeiiCTce  has  been  finr. 

lie  Chaihican.  Wiat  rate  do  you  diaige  itt  the  d^^ 

Mr.  Nemon.  We  try  to  naike  the  rate  on  the  merit  system,  according  to  the  f er- 
quency  of  hidlBtorms.  It  varies  from  2  per  cent  for  States  east  of  the  Mississippi 
Biver  to  a  po&at  wlme»  km^mB  csotuoiity  ta  one  State,  the  rate  is  20  per  cent,  the  highest 
known.  ,  r 

The  Chairman.  What  is  that  rate  on?  ,  ^    ;  ■ 

Mr.  Nelson.  The  indemnity  mentioned  on  the  face  of  the  policy.        '      '   '  '  ^ 
The  Chairman.  What  regulates  that?  _ 
Mr.  Nelson.  That  depends  laigely  upon  the  iemn  ctf  the  itaflured  huttBelf  to  buy 
fnotection,  whether  a  limited  amount  of  insuzance  a  farmer  would  take  in  any  one  com- 
pany, or  a  certioa  amoiiBt  in  a  number  of  companies  up  to  124  on  dry  land  or  $36  on 

irn^ted  land. 

'Hie  CHAraiiAN.  Without  limit  as  to  the  yield? 

Mr.  Nelson.  That  is  the  maximum.  We  have  local  agents,  however,  who  sell 
insurance,  and  we  relv  upon  their  judgment.  We  want  it  possible  for  a  man  who  has 
the  possibility  of  a  40^bu8hel-to-the-acre  crop  to  get  insimuice  up  to  the  full  amount  of 

the  crop.  .  .    . '  « 

The  (Chairman.  Of  wliat  he  represents  the  crop  nught  be? 
Mr.  Nelson.  Yes,  sir;  or  wiiat  it  appears  it  wfll  be.  .  jo 

The  Chairmak.  You  do  not  pay  your  insurance  upon  the  actual  loss  sustamed? 
Mr.  NB3UBON.  We  pay  our  losses  on  a  percenti^  basis  of  ^  amount  of  the  insurance 

carried.  i     i_        \j  i 

The  ('hairman.  You  heard  Mr.  Valgren's  discussion  here,  that  he  would  not  take 
into  consideration  prospective  crops  or  profit,  but  would  simply  calculate  the  net  loss 
on  the  investment.  That  would  greatly  decrease  the  charge  you  would  make  under 
your  plan,  would  it  not?  >     ■     •     .  ■ 

Mr.  Nelson.  I  do  not  think  so.     '  ■  i  -  >  ' 

For  instance,  a  man  may  have  a  hidf^t^estM  a  crop  and  he  can  only  insure  for  f  12 
an  acre.  Or  if  he  has  only  a  third  interest  in  a  crop  he  may  only  insure  for  $8  an  acre. 
However,  if,  in  the  judgment  of  our  local  agent,  the  crop  is  not  worth  that  we  want  to 
Urait  it  to  ^e  actual  investamit.   We  do  not  want  a  man  to  make  money  out  of  hail 

insurance.  ^  .  .  i    i    j  t 

The  Chairman.  Take  a  concrete  illustration,  and  your  lunit  la  $24  on  dry  land,  as  I 

understand?  * /'         '  * 

Mr.  Nelson.  Yes,  sir.  "  '  ' 

The  Chairman.  And  $36  an  acre  on  irrigated  lands?'  ^  '  ^ 

Mr.  NbIiSON.  Yes,  sir. ,  i. 
Hie  Ohaibmak.  A  fanner  goes  to  the  local  agent  and  takes  out  a  $24  per  acfe=  policy. 
Mr.  Nelson.  If  in  il^  judgment  of  the  apitfehe  is  entitted  to  it. : 
The  Chairman.  I  appreciate  that. 

Mr.  Nelson.  Yes,  sir. 

The  f^HAiBMAN.  The  agent  sells  him  the  insurance  after  exercising  great  care  and 
judgment.  ^  ' 

Mr.  Nelson.  We  hope  he  is.  .  - 

The  Chairman.  And  a  hailstorm  comes  along  in  June  and  dertaroys  the  insured 
dop.  He  will  perhaps  still  produce  abont  10  bnsheki  to  tiie  acre  on  that  land.  He 
wUfsell  the  wheat  in  Minneapolis,  assuming  he  is  located  in  northern  Minnesota,  and 
receive  $1.95  a  bushel.  His  net  fvofit  would  be  very  small  and  his  actual  loss  would 
be  very  much  under  the  amount  insured,  yet  you  would  pay  him  the  whole  of  the  $24 
an  acre,  because  on  the  face  of  the  contract  that  would  be  the  insured  loss. 

Mr.  Nelson.  If  I  as  adjuster  should  find  he  has  suffered  a  total  loss  and  he  was 
insured  for  $24  an  acre  he  would  not  have  any  8  bushels  left.  *  _  • 

The  Chairman.  I  say  his  prospective  yield  would  be  10  bushels.  Thm  the  loss 
would  not  be  $24  an  acre  in  any  case. 


TinrBlfffftATlflN  f>F  GBOB  msiiJULsm 


19 


Mr.  Nbuon.  If  the  loss  weitejibsolutely  total  he  would  get  the  total  amount  of.  the 

policy 

The  CHAiRMAN.  But  iaqipeotlv^ »i tiiatiact  he  would  not  lose  $24  an  acre. 

Mr.  Nelson.  No,  sir.  v 

The  Chairman.  And  you  have  not  made  any  money  on  that  contract/ 

Mr.  Nelson.  It  has  not  been  very  profitable. 

The  Chairman.  I  would  not  think  it  would  be.  .        ^  ^  .  x 

Mr.  Nelson.  I  think  you  are  getting  «  wrong  impcession,  Mr.  Ghairinan.  1  am 
not  saying  our  average  amount  of  insurance  is  $24  an  acre.  I  would  say  it  is  around 
no  CMT  $12  an  aete,  but  we  make  it  possiWe  for  a  larmer  to  get  an  average  of  $24  Mr . 
Valgren  says  he  can  take  out  up  to  $40  an  acre  in  a  lot  of  different  companies,  but  we 
will  not  permit  that,  or  if  it  were  done  we  would  prorate  our  payments.  • 

The  Chairman  I  may  have  a  misapprehension  on  tlie  nature  of  your  contract, 
and  we  are  here  for  the  simple  purpose  of  developing  the  truth,  as  you  understand? 

Mr.  Nelson.  Yes,  sir.  ,  ^  , 

TheCH\iRMAN  .  Your  maximum  insurance,  yousay,  is$24anacreoncertainland8. 
Say,  an  estimate  of  production  would  be  ^0  an  acre,  so  thwyou  wmM  pay  the 
actual  loss  and  not  $24  an  acre,  is  that  it?  -,j-oui.i**u 

Mr.  VnBomitt  it  is  in  a  country  where  the  average  yield  is  8  bushels  to  the  acre, 
the  agent  will  not  e^Moai  an  amount  of  insurance  in  excess  of  that. 

The  Chairmvn  I  do  not  want  to  take  into  consideration  the  element  of  human 
frailt\\  What  I  want  to  get  at  is  the  total  loss  to  your  company.  If  you  sell  to  hin- 
on  an  agent's  judgment  insurance  up  to  $24  an  acre  and  the  farmer  suffers  a  lo^  less, 

do  vou  still  pay  him  the  full  $24?  ^  ^  • 

Mr.  Nelson.  Yes,  sir.   But  we  try  to  exercise  care  in  granting  amounts  rfinsi^ioei 
Senator  Keyes.  Will  you  kindly  fumdsh      committee  a  copy  of  yaur  farat  o£ con- 
tract?  I  would  certainly  like  to  see  the  fonn  <rf  contract. 
Mr.  Nkam;  Yes.   I  have  hone  here  with  me,  but  will  maol  you  one. 
The  CHAntacAK.  Has  your  company  found  any  difierraiee  in  the  number  of  tosses 
in  these  various  territewws  yop  have  described? 
Mr.  Nelson.  Oh,  ves.  ,  -  i « 

The  Chairman.  And  still  vou  charge  the  same  price  for  a  risk?      .     ,  . 
Mr.  Nelson.  No;  our  companies  do  not  charge  the  same  once  in  the  different 
localities.   The  rates  varj^  according  to  frequency  of  hail  and  other,  elements  that 
enter  into  the  making  of  rates.   We  make  ouT  TEwtes  on  the  best  expenemie  we  can 
find  and  on  a  merit  systrai.   W?  find  that  the  hazard  of  hail  increases  as  altitude 
increases.  We  find,  for  instance,  on  the  eastern  slope  of  the  Rocky  Mountains  the 
haaard  is  a  good  deal  higher,  and  consequently  the  rate  is  a  great  deal  higher. 
The  Chaiwian.  You  have  not  sold  any  ^her  fonn  of  crop  insurance? 
Mr.  Nelson.  Only  hail  insurance. 

The  Chairman.  Do  you  think  that  is  a  practical  hazard  for  an  insurance  comply 

*^M^Nelson.  Yes.  sir;  it  is  an  insurable  hazard.  The  contract  is  ^ry  fair.  We 
have  no  difficulty  in  making  adiustments  Under  ^  OMitiiMCt.  An  ad)Ustmeirt  cf  a 
loes  can  be  figured  dtft  with  alttkost  Maeiitifid  accuracy.  If  25  or  100  plants  are  de- 
stroyed, we  pay  that  amount  of  insurance.  We  attempt  to  throw  every  asfeguanl 
tiiat  we  can  around  ttie  business,  of  course,  ,  i_  ,  • 

The  Chairman.  You  expect  to  see  an  increase  m  the  busmess  of  hau  insurance 
when  agricultural  products  bring  a  higher  price  in  the  m&xketii?  ,.  . 

Mr.  Nelson.  That  is  our  experience  in  the  past.  '  _ 

The  Chairman.  Do  any  of  your  companies  contemplate  an  «niargemeiit  of  Um 

contract  to  include  othor  risks?  ^  -v,  v  \j 

Mr  Nelson.  Well,  we  are  in  the  insurance  business.  If  it  is  a  fMsible  nasam  we 
will  be  glad  to  write  other  fcwmfl  of  feidemnity,  periltps  joining  oflwar  compaDiea  m 

^^^^j^^Nr^^your  companies  made  any  invest^tion  along  other  lines  of 

crop  insurance? 
Mr.  Nelson.  We  have  not  yet. 

The  Chairman.  Generally  what  do  you  suggest  might  be  done  to  unyrove  tne 
policy  of  writing  insiu^nce  on  crops?      '         "  ' 

Mr'  Nelson.  Well,  1  beUeve  that  a  need  exists  for  some  kind  of  fuM  M^iMage  insur- 
ance, but  whether  or  not  it  is  a  feasible  iMng,  wheth«  or  not  a  conltact  could  be 
written  that  would  be  salable  on  which  rates  could  be  chai^ied  that  would  be  fwr 
to  the  insured  and  at  the  same  time  return  a  pnAt  to  the  company  assuming  the 
liability,  I  do  not  know.  Considerable  research  and  investigation  will  be  required 
before  anyone  will  be  able  to  answer  that  question. 
TheCHAXBMAN.  Senator  Keyes,  9^y  qu)9Stiqu8? 


20  IKVBSIIQAXION  OF  CROP  IKSUBANCB. 

Senator  Keyks.  I  believe  not. 

The  Chairman.  Is  there  anything  further  you  wisli  to  say,  Mr.  Nelson? 
Mr.  Nelson.  No,  sir.   But  I  do  not  want  you  gentlemjdn  to  think  l  am  wiitiiig  $24 
an  acre  on  all  crops  in  all  localities. 
The  Chairman.  I  understand  now. 

Mr.  NsuoK.  We  appoint  local  agents  after  coniiderable  investigation.  We  simply 
put  tiiat  figure  as  the  maximum,  aBoTe  the  bcal  agmt  may  not  go  even  if  the 
crop  goea  to  160  an  wcte.  Naitiier  can  a  local  agent  inaore  more  than  their  percentage 
in  the  crop  up  to  $24  an  acre,   A  great  many  farmers  will  come  in  and  tefce  out  $5 

or  $6  an  acre  of  insurance  first  to  protect  the  actual  investment.  Then,  as  the  crop 
stands  up  and  he  sees  it  develop,  the  farmer  will  come  in  ajod  take  additional  h^i 
insuraiice. 

The  Chairman.  Isn't  it  a  general  pfoposition  as  to  fire  insurance  the  insured  can 
only  collect  the  amount  of  the  actual  damage? 

Mr.  Nklsok.  Yes,  air;  that  is  true  in  the  case  of  property.  But  in  the  case  of  crops 
it  is  pioblematical.  If  you  were  to  get  two  or  tteea  kuams  in  a  fidd  and  get  them 
to  try  to  eatimato  the  vdue  of  the  crop  you  would  get  different  figures.- 

The  Chairman.  You  do  not  think  it  is  proper  to  get  the  actual  value? 

Mr.  Nelson.  No.  If  a  farmer  asks  for  insurance  and  the  crop  deteriorates  we  will 
pay  him  the  amount  of  the  insurance  he  carries.  If  it  increases  in  value  he  would 
still  be  limited  to  the  amount  mentioned  in  the  contract.  I  mean  in  each  case  in 
case  of  a  loss. 

The  Ohaibman.  Do  you  pay  the  full  value  of  the  crop? 

Mr.  NsLSON.  Wetaketheamountof  the  policy  and  if  it  k  a  total  loss  we  pay  with- 
out deduction.  If  it  is  not  a  total  loss  we  <mly  pay  a  percentage  of  &e.  loos. 
The  GHAnwAK.  Win  you  fliqyply  the  eoutiaet  or  a  feiitti  8tai«i«t  oafioeiaing  its 

provisions?  ,  • 

Mr.  Nelson.  Yes;  when  I  get  back  to  the  office  I  will  be       to  do  that*   .  ' 
The  Chairman.  We  thank  you  very  much. 

The  reporter  will  please  include  in  the  record  the  paper  which  I  now  hand  him. 
(The  paper  referred  to  is  here  copied  in  full  in  the  record,  as  follows:) 

MooBB  Haven,  Fla.,  April  11,  1923. 

The  Moore  Haven  Farmers  and  Merchants'  Club  is  an  organization  formed  primarily 
to  promote  the  interchange  of  thought  and  aot^  tending  to  uplUt  ^^pd  iidvanioe 
business  and  its  allied  interests. 

One  of  the  great  needs  of  the  farmer  is  an  equitable  Io\\'-cost  insurance,  protecting 
him  in  his  varied  investments  made  necessary  in  the  full  operation  of  his  farm  business, 
in  order  that  this  business  may  be  placed  on  a  par  witii  other  businesses  of  like 
importance. 

Therefore,  in  view  of  the  proposed  nonpurtisan  farm-bloc  program,  it  is  advisable 
to  devise  a  suitable  agricultueal  inraiaaee  hill  and  to  introduce  the  same  for  passagje 

at  the  next  session  of  Congress. 

Whereas  a  special  subcommittee  of  the  Senate  Agricultural  Committee,  of  which 
Senator  McNary,  of  Oregon,  is  chairman,  {tfopofiie  to  bfijfi^  lieaonga  m.  ciop  insurance 
the  last  week  in  April:  Therefore  be  it 

Resolved,  By  this  organization,  that  it  is  the  unanimous  sense  of  this  meeting  that  a 
suitable  crop  insurance  bill  be  devised,  introduced,  and  passed,  and  that  it  become 
an  effective  law  is  highly  desired,  and  that  a  copy  ol  this  resolution  be  sent  to  each 
Senator  and  (Tongressman  repieaenting  this  State  at  Washington,  md  ai^c  that  the 
fullest  possible  suppwt  be  gLven  to  the  oonsijdenMjgn  and  passage  of  tbe  above-s^i^ 
acp  inauianoe  MU. 

.  C.  R.  Williams, 

Secretary^  Moore  Havm  Fm^^  ar^i  ^erd^ 

Addressed  to  Hon.  Duncan  Fletcher,  Wadiington,  D.  G. 

The  Chairman.  The  committee  will  meet  at  2.30  o'clock  p.  m.,  provided  some  of 
those  now  present  desbe  to  go  on  at  that  time.  May  we  depend  on  soi|ie  of  you  to 
appear  at  that  time? 

Mr.  DoYLK.  We  can  provide  scmie  one  who  will  speak  to  the  committee. 

The  Chairman.  The  committee  will  now  stand  in  recess  until  2.30  o* clock  p.  m. 

(Wbereup^  at  1  o'clock  p.  m,,  thercctnimittoftjaei^^  m.) 

The  ounmittee  reassembled  pursuant  to  the  taking  of  the  noon  recees.  . 
The  Chathman.  The  c<»nmittee  will  come  to  order. 
Mr.  Bajrle  has  given  me  tiie  name  (tf  ICr.  W.  J.  Otimi. 


STATBMBMT  0»  MS.      J.  OIUBV. 

The.CHAiRMAN.  Mr.  Otjen,  wiU  you  give  ta  the reiK»rter]ro^ 
and  whom  you  represent? 

Mr.  Otjen.  W.  J.  Otjen.  I  live  at  Enid,  Okla.,  and  at  this  time  I  am  general  agent 
of  the  hail  departments  for  a  number  of  insurance  companies,  principally  the  North- 
western Fire  k  Marine  liunirance  Go.  of  Minneapolis. 

I  have  worked  in- about  all  lineB  of  tbat*  writing  tiie  buainesB,  adjusting  losses,  for 
the  last  number  of  yeais  as  general  agent  handling  principally  Oklahoma  and  Tesaa 
and  also  a  few  other  States  m  connecticm,  Kansas,  and  New  Mesleo.  I  livre  lepie- 
sented  different  companies  as  general  agent  since  about  1912. 

The  Chairman.  What  has  been  your  experience,  Mir.  Otjen,  or  what  have  your 
companies  done  in  the  way  of  insurance  of  that  kind? 

Mr.  Otjen.  Well,  my  experience  has  been  that  we  had  an  ascending  scale  as  to 
volume  of  business  from  about  1912  to  1919,  then  a  descending  scale  to  the  present 
time;  and  thpe  y^ate  191&  and  1916  were  extremely  bad,  the  loss  ratios  ranging  nearly 
200  per  cmt  of  thepfemiums;  and  tira  gsneial  ecqierieawe  I  hare  had  in  that  is  that  we 
look  for  tiMae  biwl  years  in  cycles  ranging  £rom  five  to  aeven  yeaa.  Tbero  ww  a 
question  you  were  discussing  this  morning  that  somewhat  interested  me  from  the 
standpoint  of  my  own  adjusting.  You  were  discussing  a  pN^licy  affecting  the  actual 
value,  or  a  settlement  affecting  the  actual  value  of  the  crop. 

At  the  time  of  these  adjustments  we  sometimes  have  as  many  as  four  or  five  adjust- 
ments on  one  policy,  subsequent  losses,  and  at  the  time  of  me  adjustment  it  may 
range  from  the  time  the  grain  is  just  a  few  inches  high  up  until  the  grain  is  headed  and 
ready  to  cut.  and  while  the  value  of  tiutt  grain  would  vary  somewhat,  it  would  be 
swiul^  hard  fcM*  an  adjuster  to  say  juat^vAat  Aat  endn  wortii.  For  instance, 
assuming  that  the  adjuster  would  think  it  wovid  make  10  or  12  bushda  per  acre^  tiie 
former  would  naturally  consider  that  the  production  would  be  much  larger,  and  wm 
they  to  attempt  to  fix  a  future  production  it  would  be  a  very  difficult  matter  en  which 
to  agree;  but  where  we  take  a  fixed  amoimt  per  acre,  for  instance,  $10  per  acre  or  $12 
per  acre,  which  in  my  experience  is  almost  the— well,  it  is  the  common  policy,  and 
nearly  all  policies  range  about  $10  to  $12  per  acre  in  my  territory.  We  start  from  that 
point;  we  have  that  fixed  proposition  to  work  from;  and  we  just  endeavor  to  ascertain 
the  pewentage  of  the  bas,  wbether  it  is  a  10  per  cent  loss  or  a  20  per  cent  loss  or  a 
SO  per  cent  loss^.or  howenrar  it  happens  to  be.  Axkl  in  lenrd  to  the  proposition  of 
overinsurance,  the  time  that  I  have  been  ^noting  1^  them^afl  cmly  been  one  yeai^ 
I  thmk  that  was  1919— when  we  had  very  many  polidea  lor  wiiat  iwiroaM*tttBa 

pyramid" — more  than  one  company  being  on  llie  same  crop. 

Now,  in  Texas  the  grain  crops  as  a  rule  are  not  quite  as  productive  as  they  are 
farther  north,  and  there  the  limit  per  aa:e  is  fixed  at  $18  per  acre  mitk 
and  $24  on  cotton.  ^ 

The  Chairman.  The  total  amount  you  pay  on  complete  destruction  of  the  crop? 
Mr.  OnsKv  On  a  complete  destruction  that  would  be  the  total  amount. 
TheCHAAiTAK.  Whatpercelitdoyoudiaigeoa^aventtieinyourt^^ 
Mr.  Otjen.  Well,  in  Okkdieauk  it  laa^  from  2  per  centm  the  eaatem  Mtkm  «f 

the  State,  and  by  that,  if  you  are  familiar  with  the  State,  I  mean  it  wouM  tab  in 

practically  60  per  cent  of  the  eastern  side  of  the  State,  ^dth  higher  rates  in  the  weatem 

end,  ranging?  from  the  line  of  the  Rock  Island  Railroad  north  and  south  to  the  western 

side  of  the  State,  and  in  Texas  nearly  all  of  the  hail  business  is  written  in  what  is 

called  the  Texas  Pan  Handle,  and  just  south  of  that,  in  probably  15  to  20  counties 

in  the  State,  and  there  the  rates  are  4  per  cent  in  those  eastern  counties  and  run  as 

aa  lS  por  xmt  in  what  are  considered  the  hazardous  western  counties.  The 

rates  are  baaed  on  past  experieaoe.  19«8  are  about  six  counties  there  that  draw  the 
13  per  cent  latOv  / 

The  Ohaibiian.  Bave  yew  companies  found  hail  insurance  a  mofitable  line  of 

business? 

Mr.  Otjen.  Well,  ])ased  on  the  entire  period  that  I  have  been  in,  they  have  made 
what  they  term  a  small  profit  on  it.  Their  profit  has  evened  the  loss  years  they  had. 
I  had  four  companies  last  year  an4  tw9  oi.them  made  a  profit  and  the  other  two  did 
UPt.  *  • 

The  Chairman.  You  have  not  att^pted  to  enterttie  oilier  field  of  losses? 

Ifr.  OriffiY.  OrOp  insmance?   •  *    '   . 

The  Chairman.  Yes.  ,  . 

Mr.  Otjen.  No;  I  have  never  written  any  <^  that.  It  haa  hew- written  slightlv 
through  that  section  by  some  companies,  but  AeC  very  extensively. 

The  Chairman.  What  per  cent  of  the  wheat  growers  cwry  insuiance  of  this  natUtef 

Mr.  Otjen.  Well,  in  the  western  end  of  the  States  of  both  Oklahoma  and  Texaa— 
1  am  just  estimating— but  I  would  say  a  third  to  a  half. 


^2  xEmaammtm'og''mm'wmB*as^ 

The  Chairman.  Do  you  covet  any  agrwultfiial  iKCfl^)t  wheat? 

Mr.  Otjen.  Barley,  rye,  cotton,  beans,  peas,  garden  ve^tables  fruits 
The  CSsAiRMAjr.  I  fiuppoee  flie       te^  W  Mgtd  ^VHiefl  on  these  different  com- 
moditieB? 

Mr  Otjen.  Yes;  rye  and  cotton  are  hi^er  than  wheat.  Wheat  is  what^we  con- 
sider'our  basic  rate  and  rve  is  2  per  cent  higher  and  cotton  is  2  per  cent  higher  in 
Oklahoma  and  3  per  cent  higher  in  Texas.  "        ♦ul'  w^- 1' 

The  Chairman.  How  long  have  you  been  issuing  pohcws  againrt  th«  Kwea  to 

cotton  bv  hail?  ,      V     ^      i_  j     -    4.  «.v>a.^ 

Mr.  Otjkn.  Personally  about  10  years,  but  they  lnve  been  issued  pnor  to  that-- 

The  Chairman.  How  far  does  yourtenHory  extendjato  the  QoMm  mai 

Mr;  OxiBN.  Well,  tiie  writings  <rf  my  own  oflace  

The  Chairman  (interposing).  Your  companies?  ,        ,  ,  a  rr^^^. 

Mr.  Otjen.  Well,  I  handle  all  of  the  company  busmess  for  Oklahoma  and  lexas. 

The  Chairman.  Oh,  yes.  „     ,  r  j 

Mr  Otjen.  We  go  about  as  far  south  as  Fort  Stockton,  Tex. ;  or,  if  you  draw  a  line 
from  El  Paso  to  the  east,  it  goes  about  as  far  south  as  that  in  Texas.  _     •        '  i 

The  Chairman.  Do  you  know  whether  any  insurance  compameB  an. .t>pMatiiig 
farther  south  and  east  in  the  cottwa  States?    ■  .  .     •  \e  m 

Mr  Otjbn.  W«dl,  I  do  not  kiiew.  We  would  write  it  in  any  portion  of  Texas  or 
Oklahoma,  but  I  have  not  had  anv  offered  nor  have  I  obtained  any  in  what  is  termed 
tfie  oMtem  Bide  of  Texas  or  Oklahoma.  About  all  we  are  writing  They  are  wntmg 
clear  over  to  the  eastern  side  and  writing  in  Arkansas  for  any  that  desire  it. 

The  Chairman.  Have  you  given  any  thought  to  the  general  subject  of  crop 

TJr^'oTjEN.  Yes;  1  was  somewhat  familiar  with  the  experienca-^tlta*  hsfl  *iBea 

***^^e^CH  airman.  Will  you  not  put  that  into  the  record  -  in  yemrowil;  way?  We 
would  be  very  glad  to  hear  yea  mmm  that  phase  of  this  matter. 

Mr.  OwBN.  I  would  like  to  see  a  form  of  crop  inruiance  worked  out  which  could 
be  put  on,  and  the-chief  difficulty  that  I  have  seen  m  regard  to  it  is  that  the  demand 
tettfls  OOP  insurance  is  in  what  we  term  "one  crop  sectmns,"  or  the  more  hazardous 

section  of  each  of  the  States  in  which  I  operate.  *      o*  *  ^S^^a  «w 

For  instance,  in  Oklahoma,  from  about  the  central  portion  of  the  Stateeast  amdwest 
to  the  east  line  of  the  State  their  crops  are  reasonably  certain  ^f""^^ 
mean  there  is  no  drought  to  speak  of,  and  the  only  thing  they  have  to  f«ax  is  inaecte 
ShSl.  neither  of  whilh  is  particularly  bad,  although  insects  do  bother  th«n  once  in 
a  series  of  five  years,  based  on  the«M  few  yoais'  experience :  but  the  western  portion 
SfXstote  iffSrSn-exas  aSltoidle  are  frequently  affected  by  drought  and 
in  Set  I  should  say  that  about  one  year  in  three  the  crops  are  very  seriously  affected 
bv  drought,  and  to  cover  these  crops,  where  the  demand  is  heaviest  for  this  insurance 
would  tike  such  a  high  rate  that  it  would  l)e  almost  prohibitive  ^^J^^rJS 
the  eastern  section  of  the  State  it  would  not  take  nearly  so        a^j^^  Jbut  the  drawnd 
is  proportionatelv  less,  and  the  only  way  that  Ico|4dBW  ttot  that  could 
out  wLld  be  in  Addition  to  working  out  these  stafa^  such  aa  were  referred  to  ^is 
morning,  to  also  provide  for  a  systei  of  insoection  in^Wt^t^^y        "^T^iL  l^S^r 
district;  so  that  5ie  oops  as  irattett,  could  be  inspected  and  their  conditwm  ascer- 

Iftkied  ftt  the  time  of  writing.  ^  i  .  ^ 

Ateemendous  loss  could  be  easily  incurred  in  the  writing  of  that  crop  insurance, 
and  I  think  that  is  what  most  of  the  companies  have  found  to  be  their  greatest  deter* 

"^TcSSIiAN.^Well.  do  vou  mean  to  leave  the  impreasion  the  CMBadttee 
that  hail     the  only  risk  that  might  be  insured  against  ui*U  the  field  of  agriculture? 

MrXEN  No  I  would  not  tllnk  so.  No;  I  ^SSd  think-pe«>n^  I  would  like 
«o  see  the  other  worked  out  very  mttch,  because  it  would  insure  a  complete  form  of 
S^^^  to  Se  temer,?nd^SSmately  I  have  hopes  it  will  be  done,  but  personally 
fSi  that  inspection  wiU    neoewHy  as  weU  as  the  scientific  tabulation  of  the  past 

'^^^^  Chaibman  .  Are  your  comnaiuap.keeping  any  data  with  regard  to  losses  through- 

out  Texas  and  Oklahoma?  •  .• 

Mr.  Otjen.  Yes;  in  each  State.  .  *     i  e.  i  *-        j«  ^u^iw 

The  Chairman.  Do  you  find  the  Government  agencwe  *«lpful  to  ym  in  ttteir 

stat^ti^smd  rey^te?^  particular  reference  to  hail.  I  have  not  seen  their 
stJ^^^th  Sfi^SJtrbSSStfor  the  haU  atalL  They  give  the  general  and 
«i^iMrted  pereeirti^e  as  to  hail. 
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But,  take  our  own  experience,  we  have  experience  ranging  for  8  or  10  years  and 
with  that  we  know  pretty  nearly  what  are  considered  the  bad  hail  counties  and 
base  a  rate  proportionately  on  what  we  can  expect  iti  Hie  way  of  tudl  baaed  m  a  aeries 
of  yeaiB.  I  have  not  seen  any  figures  put  out  by  the  department  wlikb  firfer  spe- 
dfically  M  hail'^tiier  than  estintttee. 

'  The  Chairman.  What  would  you  say  in  regard  to  the  proper  means  of  obtaining 
the  statistics  necessary  to  issue  additional  crop  insurance? 

Mr.  Otjen.  I  do  not  know  how  far  they  run  back,  but  the  past  few  years  1  think 
the  department  has  been  getting  some  Very  complete  statistics  and  the  different 
States  are  also  getting  them.  In  Oklahoma,  for  instance,  the  county  assessor  tabu- 
lates the  acres^e  and  the  Department  of  Agriculture  also  prepares  data  along  the 
line  of  production  and  gives  the  remits  by  eottntaes.  Now,  I  do  not  teow  of  any 
oth^  data  tiiat  would  be  6t  much  benefit  m  addition  to  what  tbey  are  now  getting. 

IVhat  I  tnmridW  necessary  is  that  dbta  for  a  somewhat  longer  period  than  I  have 
seen  it,  and  idso  to  yrotk  this  pmoiml  inspection  of  the  crops  thn.  I  have  re- 
ferred to. 

The  Chairman.  Do  you  think  the  State,  acting  in  cooperation  with  the  Govern- 
ment through  the  Department  of  Agriculture,  could  collect  yield  statistics  which 
would  be  a  sound  basis  for  insurance  rate  making? 

Mr.  Otjen.  If  those  experiences  were  classified.  For  instance,  if  those  figures 
showed  rather  than  an  estimate  the  loss  fnMn  diou^,  freezing,  and  the  diffamt 
things  like  insects,  I  think  it  would  fc»in  a  complete  basis  for  it. 

The  GHidUf  AN«  WeU,  that  wianot  quite  an  answ^.  I  wonder  from  the  discussion 
of  Mr.  Valgren  this  morning  if  you  want  him  to  make  a  separate  8tud>  of  the  various 
factors  that  bring  about  the  losses  or  would  you  be  satiefieil  with  simply  the  statistics 
.of  the  yield  over  a  period  of  years. 

Mr.  Otjen.  I  would  think  that  the  different  factors  would  Ije  important,  and  that 
also  refers  to  the  personal  inspection  which  I  referred  to.  Take,  for  instance,  in 
my  own  locality  the  corn  which  is  raised  is  raised  principally  in  river  beds  or  low 
sections.  Well,  if  tins  fwin  of  inrorance  were  to  be  put  on  it  would  easily  be  possible 
to  plant  the  own  promiscuoualy  and  ask  fw  tiie  insurance,  which  would  residt  in  a 
modi  heavier  proportion  of  loss  than  prior  utatistics  would  indicate  as  reasonable. 
That,  1  think,  wi&  a  classification  of  the  «^iise6  would  be  of  great  benefit,  because 
iMTtain  proportions  of  fields  which  turn  out  a  ^ood  production  have  injuries  from 
certain  causes  like  'Aground  out"  in  certain  portions  of  the  field;  insects  work  upon 
a  portion;  and  if  a  policy  of  insurance  were  written  on  that  field  the  policyholder 
could  claim  a  portion  of  the  loss  based  on  the  part  of  the  field  which  had  suffered 
damage,  while  the  total  production  of  the  field  might  equal  the  experience  of  quite 
a  numbW  of  years  past:  In  other  words,  if  you  were  takmg  a  10-year  period  of  pro- 
duction, that  tluit  year  mig^t  equal  the  10-year  aven^  of  production,  but  still  the 
claimant  clabn  a  loss-^n  the  secticm  of  the  fi^  that  reaUy  had  not  bem  producing 
in  prior  years. 

For  that  reason  I  think  if  the  different  elements  were  given  it  would  be  quite  neces- 
sary try  be  considered  in  fixing  such  a  rate,  although,  as  Mr.  Valgren  said,  the  propor- 
tionate element  would  enter.  In  other  words,  if  drought  ( aused  but  a  very  small 
percentage  of  loss,  that  would  also,  or  should  also,  add  a  little  to  the  rate  in  that  par- 
ticular locality.  • 

But  what  I  am  referring  to  and  thinking  of  is  the  variance  in  certain  fields  where 
owtl^  proportions  of  them  are  termed  rough  land,  or  subject  to  overflow,  or  subject 
to  injury  from  causes  which  can  be  seen,  but  which,  in  wnyting  the  field  in  the  sfsring 
or  in  the  fall,  might  not  be  apparent* 

The  Chairman.  If  statistics  were  gathered  by  the  Government  over  a  sufficient 
length  of  time  to  insure  their  reliability  and  response  to  seasonal  conditions,  do  you 
think  your  companies  would  be  interested  in  extendiz^  the  scope  of  their  business 
and  assuming  other  risks  than  hail? 

Mr.  Otjbn.  WeU,  I  think  their  inclination  is  that  wa^.  I  am  not  one  of  the  execu- 
tive officars  and  soenly  know  ffgom  diseusrions,  but  I  think  they  would  like  to  put  on 
diai  Isitn  of  insurance^ 

Th^  GBAWMAx^  Are  ym  fnubar  w^th  the  companies  that  cany  geoMal  crop 
insurance? 

Mr.  Otjen.  Only  slightly.    I  know  of  those  companies. 

The  Chairman.  You  are  not  familiar  with  the  conduct  of  their  business  or  the 
nature  of  their  contracts? 

Mr.  Otjbn.  Well,  I  saw  some  of  the  contracts  twoyfwniago.  but  I  believe  there  are 
men  here  who  are  more  fsmiliar  with  that,       wHf  tdl  it  a  lot  better  thap  I  can,  so 
I  irill  not  attMBipt  to  go  into  it. 
Tflhe  C^AiiitfairK  is  ^hMa  foj^^ 
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Mr.  Otjen.  No,  sir. 

The  Cbaibhan«  Senator  Keyes,  have  you  any  questioiiayoa  would  like  to  aok? 
Senator  Kstbs.  I  would  just  like  to  usik  what  is  your  opuim.  aa  to  the  decraaiS'm 

the  amount  of  insurance  in  the  last  two  or  three  years? 

Mr,  Otjen.  Well,  I  would  base  it  almost  entirely  on  two  causes:  The  principal  one 
is  depreciation  in  the  fann  products  prices,  grain,  wheat,  which  is  the  principal  crop 
that  we  write  our  hail  insiuance  upon,  and  we  wrote  our  heaviest  volume  during  the 
high  prices  of  ^in,  and  the  amount  decreased  very  sharply  as  grain  went  down; 
and  also  we  have  been  affected  in  the  past  two  years  by  poor  crops  in  certain  localities, 
which  has  decreased  the  amount. 

Senator  Eima.  Then  you  would  thiixk  tins  is  simply  a  temporary  diminution  and 
that  the  dia&ces  we  there  will  be  further  increased  insiuwce,  eqE>ea^  if  theimees 
of  crops  increase? 

Mr,  Otjen,  Yes;  if  crop  prices  went  back  to  what  they  were  I  woul4  look  to  see  a 
.much  hea\'ier  volume  of  insurance  written.  .  (i'j 

The  Chairman.  I  thank  you,  Mr.  Otjen,  very  much. 
Mr.  L.  G.  Howell,  of  Syracuse,  N.  Y, — is  he  here? 
Mr.  HowEiiii.  Yes,  sir.  *• 
The  Chairman,  Will  you  cOTae  forward,  Mr.  Howell,  please.      >  ^ 

8TATEKBNT  OV  MB.  L.  O.  BOWBZJi.  r 

The  Chairman.  IWU  you  giire  the  r^Kirter  your  name,  address,  occupation,  and 
whom  you  represent? 

Mr.  Howell.  My  name  is  L.  G.  Howell,  of  Syracuge,  312  University  Block.  I  am 
supervisor  of  the  crop  di^ision  for  the  Home  Insurance  Co.  of  New  York,  and  also 
as  regards  hail  insurance  for  the  Franklin  Fire  Insurance  Co.,  Philadelphia.  ' 

The  Chairman.  You  make  your  own  statement,  Mr,  Howell,  if  you  will.  You  are 
lamiliar  with  this  sul)ject  and  the  committee  would  be  v«y  glad  to  have  your 
experience  and  your  obsi^^tiDiis. 

Ifr.  HowKii..  We-HEtteaning  by  tiiat  the  coittpaiiy— have  had  four  years'  experience 
in  ti^ard  to  hail  insurance  through  our  eastern  farm  department.  The  jurisdiction 
wM^  that  department  had  on  hail  insurance  extended  over  the  States  of  New  York, 
Pennsylvania,  New  Jersey,  Maryland,  and  Delaware.  Tliis  year,  in  addition  to  the 
States  named,  we  also  have  West  Virginia  and  the  Xew  England  States.  We  are 
issuing  four  forms  of  hail  policies,  for  different  classes  of  crops,  tobacco,  fruit,  grain, 
and  vegetables.  It  is  our  aim  to  have  those  adapted  to  the  different  forms  of  crops 
which  they  are  designed  to  cover.         ■      .  '   ,  '  ,  ^  ^ 

We  put  out  to  the  agents  a  dreuliur  at  the  b^iiiniiig  of  the  crop  year  before  me 
hail  seasons  begins  containing  instructions  for  the  writii^g  of  these  classes. 

I  would  be  glad  to  give  the  derk  a  copy  of  that  "  How  to  Wri,te,"  as  we  call  it.  Tn 
that  we  particularly  call  the  attention  that  it  is  the  desire  of  the  company  that  no  crop 
be  insured  for  more  than  75  per  cent  of  a  conservative  estimate  of  the  anticipated  fair 
value.   That  is  regardless  of  the  limit  of  liability,  as  stated,  that  the  <5ompany  may 

consider.  ,  ^        i  ,      ,  •    .  j 

This  leads,  of  coui-se,  to  a  very  low  insurance  to  a  possible  value— an  anticipatea 
value,  might  be  more  expressive.  These  ijolicies  are  written  not  by  the ^^Jfg^^ 
situated  in  the  communities  which  the  policy  covers,  but  Me  written  on  ue  apmka- 
tion  plan.  If  the  grower  destiee  hail  insiinaice,  he  comes  to  the  oflkse  of  the  local 
agent,  or  perhaps  ttie  local  agent  sees  him,  and  after  he  has  planted,  say,  a  held  of 
tobacco,  he  desires  to  cover  that  tobacco  from  damage  by  hail,  he  tills  out  an  appli- 
cation blank  which  is  sent  to  the  eastern  farm  department  of  the  company  at  Syracuse ; 
there,  if  the  insurance,  or,  rather,  if  the  application  is  approved  by  the  company,  the 
policy  is  issued  and  mailed  to  the  agent,  who  delivers  it  to  the  insured. 

The  Chairm.\n.  In  what  portion  of  the  country  do  you  sell  insurance? 

Mr.  Howell.  That  varies  according  to  the  crops  and  to  the  hail- 

The  Chairman.  Could  you  not  specify  in  the  record  indole  it  itf?        '    ,  . 

Mr.  Howell,  Yes.  I  wanted  to  say  that  first,  because  it  does  vary.  Tobacco  is 
insmed  moeay  in  New  YoA  State,  in  Chemung,  Steuben,  and  Onondaga  Counties. 

The  CHAiRKi^N.  Just  give  the  State.  We  do  not  care  particularly  about  the  coun- 
ties in  the  State.  .     x      x  i 

Mr.  Howell.  Some  in  Pennsylvania.    Fruit  is  insured  m  \  ew  \  ork  to  a  less  extent. 

The  Chairman.  Do  vou  carry  insumnce  on  tobacco  in  the  Southern  States? 

Mr  IIowELL.  I^ot  through  our  iurisdiction.  I  do  not  know  whether  the  company 
does  or  not 

On  vegetables  the  insurance  carried  is  moagy  in 
mercial  vegetable  growing  section,  wmchisf  iocMVMIKqr  wmmi  m  sBmrnSmf^  nracjc* 
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land  sections.   Grain  is  carried  to  a  large  extent »  Maryland  and  J>aiawam  aad  to  a 

lesser  extent  in  New  York  and  Pennsylvania. 

The  Chairman,  Which  one  of  these  farm  commodities  carry  the  highest  rate? 

Mr.  Howell.  Tobacco  carries  the  hazardous  rate. 

The  Chairman.  What  is  the  next?   Give  us  the  classification. 

Mr.  Howell.  The  next  after  tobacco  is  vegetables;  following  vegetables  is  fruit,  and 
grain  taking  the  lowest  rate  of  any. 

The  Ohaikman.  Are  they  on  a  parity? 

Mr.  HowBU..  As  legazds  the  rate? 

The  Chaibman.  Yes. 

Mr.  Howell.  Nor  the  rate  is  determined  according  to  the  susceptibility  of  the  crop 

to  damage  by  hail. 

The  Chairman.  Well,  which  is  the  more  susceptible,  then,  fruit  or  grain? 

Mr.  Howell.  Fruit  is  more  susceptible,  also  has  a  longer  growing  season.  Rates 
are  determined  according  to  the  growing  season  and  the  susceptibility,  and  also  to  a 
lesser  extent  to  the  differwoe  as  regairds  the  nnmber  <rf  haibtonns  and  the  mvwty 
of  Juftilstonus  as  ^eyoccur. 

The  QK&ntMAN.  What  is  the  basic  nte  on  wlieat?  « 

Mr,  Hownu«.  The  rate  on  wheat  is  2  and  3  per  cent.  *' 

The  Chairman.  On  three-fourths  the  estimated  value  of  the  crop? 

Mr.  Howell.  Of  the  very  conservatively  estimated  value  of  the  crop,  yea;  not  to 
exceed  three-fourths. 

The  Chairman.  Your  ioc^l  agents  go  upon  the  ground  and  estimate  the  crop  before 
it  is  sold? 

Mr.  HowBU^.  Oh,  no»  the  crop  is  above  ground  hekm  any  iiminuioe  can  be  csniid. 
The  Orairhak.  Then  the  estunate  is  nukde? 

Mr.  HowbUk.  Then  tbe  estimate  is  made,  subject  to  the  review  by  the  leiuresenta- 
ttves  of  the  company  as  to  district,  and  that,  of  courae,  is  baaed  uptm  dala  of  the 

average  yield  in  that  district. 

The  Chairman.  In  the  payment  of  your  losses  through  hail  and  comparing  the 
losses  to  similar  localities  where  the  hall  did  not  occur,  has  there  been  an  overestimate 
of  the  loss? 

Air.  Howell,  No,  sir;  I  think  not. 

The  Gbgurmak.  Then  you  may  say  that  yon  have  reduced  it  to  ascienoe,  and  not 
only  that,  but  you  fiiid  IM  insmfed  is  careful  in 

Mr.  Howmi.  In  every  initanee  Hwt  has  been  our  experience. 

The  CHAIRMAN.  Have  your  companies  prospered  on  this  plan? 

Mr.  Howell.  That  varies  again  according  to  the  crop  we  have,  and  our  average 
loss  ratio  extending  over  a  four-year  period  in  which  we  have  been  writing  hail  insur- 
ance, takine-in  1919,  has  been  around  55  per  cent;  that  is  losses  to  premiums.  No 
ex]>en8e8,  of  course,  figured  in  it. 

The  Chairman.  Where  did  your  company  get  sufficient  date  and  facts  wilii  respect 
to  losses  that  mi^t  occur  threns^  hail  npcoi  ^vrincli  it  ndfjht  make  a  fixed  dbazge  for 
Ae  risk  assumed? 

tit.  HowBLii.  Charges  have  been  changed  nearlv  every  year  according  to  the 
experience  we  have  &d,  suppl^ented  by  all  the  data  wmcn  we  could  gather  from 
the  Weather  Bureau  as  to  movements  and  severity  of  hailstorms.  We  are  on  the 
mailing  lists  of  all  the  Weather  Bureau  stations  in  the  territory  through  which  we 
operate,  and  while  that  data  is  more  or  less  general,  the  observers — or  rather,  the 
chief  in  charge  of  the  bureau  has  warned  us  that  some  sections  where  they  have  a 
good  local  observer  whom,  if  I  may  use  the  expression,  is  right  on  the  job,  reports 
every  hailstorm  that  comes  along,  hail  might  seem  mere  severe  tiiere  and  nuxe  efttti 
tSian  in  the  sections  where  l^e  observer  is  ve^  lax.  However,  that  is  differing. 
Also  we  have  the  loss  expemaoe  to  go  by  and  we  naTemade  all  possible  kivestigi^ums 
of  our  own. 

The  Chairman.  The  Government  has  a  department  called  Agricultural  Economics 
which  for  years  has  gathered  dop-yield  statistics.  Have  you  resorted  to  those 

statistics? 
Mr.  Howell.  Not  as  regards  hail. 

The  Chairman.  Then  you  do  not  take  the  average  loss  per  year  as  a  basis,  but  you 
take  into  consideration  the  element  of  hail  alone  and  the  loss  mcident  liisreto? 

Mr.  HowBiiL.  In  ^e  loss  we  take  the  yield  from  year  to  year,  and  we  have  gqUea 
all  the  information  available  frem  the  bureau  which  you  mention,  from  the  Depact^ 
ment  ol  A^ciUtuxal  Economics,  and  we  have  studied  that,  and  that  of  coune  is 
used  as  a  basis,  as  far  as  possible,  of  the  amounts  which  the  company  will  accept. 
As  r^ard  hail  itaplf ,  other  than  as  Mr.  Valgren  mentioned  this  morning*  these  are 
mv^y  publifi(hed  and  estimated  by  the  Bureau  of  Agricultural  Crop  Estimates  as 
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the  aiiiuial  crop  loss  which  is  brought  about  by  hail,  scatterod  over  the  'entire. 

country-  '  ■  , .     , . 

The  Chajbman.  lb  it  not  tme  that  the  furthet  you  go  into  the  itody  o£  this  sulqect 
of  loss  of  crope  by  hail  and  the  more,  tame  you  demote  to  its  eostaidmsliim  <he  nwre 
li  kel y  you  are  to  find  the  »te  propeely  to  be  duu^ 

Mr.  Howell.  Yes,  sir. 

The  Chatrmax.  And  to-day  it  ia  more  or  leas  of  a  guess,  as  compared  to  what  ji^ 

may  be  10  years  from  now? 
Mr.  HowELi,.  We  hope  to  improve,  of  course. 

The  Chairman.  Are  your  companies  interested  in  any  other  forms  of  ctop 
insurance?  .  ' 

Mr.  Howell.  To  a  very  limited  extmt.  » 
The  Chajbman.  Have  they  carried  insurance  on  other  crops? 

Mr.  HowKUi.  We  have  prepared  and  issued  a  form  of  policy,  but  I  am  speaking  

The  CHAiftMAN.  A  fom  policy-^o  you  qauean  losses  gexicffally  to  crops  from  all 

causes?  >      u  j 

Mr.  Howell.  Losses  generally  to  crops:  yes.  You  asked  me,  though,  li  we  had 
issued  such  policies.  We  have  practically  Issued  none  through  our  department.  I 
am  not  prepared  to  say  as  to  the  western  department;  what  they  have  done  I  do  not 

know.  *     ,  . 

Hie  Chaibman.  How  general  is  the  policy?   Does  it  eovsr  «U  Boases? 

Mr.  Howell.  Our  policy,  as  I  ran«nber  it.  covered  all  losses  ovi»  which  the. 
fanner  had  no  control.  In  other  words,  inddent  to  wither,  insects,  and  diseiie, 
with  the  exception  of  hail,  which  was  covered  under  a  separate  policy. 

The  Chairman  .  Do  you  want  tot^iacuss  that  phase  oi  the  subject,  namely,  general 
crop  insurance,  at  this  time? 

Mr.  Howell.  Whichever  way  you  prefer.    Would  you  like  to  know  anything  more 

akx>ut  

The  Chairman  .  Had  you  hnished  the  discussion  of  hail  msutanee? 
Mr.  Howell.  Not  eaUxAy-   I  wanted  to  know  if  you  caver:  ti^hear  aoytbiag  indre 
about  hail  insurance.  ^*  \i.     ^  . 

The  Chairman.  Yes;  complete  that. 

Mr.  Howell.  After  the  amount  of  the  policy,  or.  rather,  the  amount  ot  the  insurance 
per  acre  is  determined  which,  as  I  YiSLxe  explained,  is  on  a  a  ery  conservative  estiniate 
of  the  anticipated  value  of  the  crop,  then  in  the  event  of  loss  on  the  tobacco  policv, 
if  there  is  from  hail  a  total  destruction  of  the  crop— and  I  assume  perhaps  you  would 
like  to  know  something  of  the  adjuatmeut  of  those  losses— those  are  so  wordedtiiat^ 
fhe  event  of  total  destruction  by  hail  of  all  or  any  portion  of  the  tobacco,  Wttldl  is  me 
subject  of  this  insurance,  tihe  liability  of  the  company  diall  be  limited  to  the  amount 
of  the  actual  outlay  by  the  inmtfed  in  connection  with  the  tobacco  plantsso  destroyed 
up  to  the  time  of  the  hail  storm  causing  such  damage.  In  other  words,  we  are  en- 
deavmn?  to  put  it  on  the  basis  of  the  investment  which  the  farmer  actually  has  in 
the  crop,  feelim?  that  that  is  the  correct  basis  of  insurance,  w  here  he  has  a  sound  value, 
and  a  real  value  in  that,  and  all  oiu:  efforts  along  the  line  of  hail  insurance  haA  e  been 

to  that  end.  ,      ,  ^  xu 

The  Chairman-  Your  companies  have  found,  as  I  presume  others  have,  that  there 

is  a  diminution  in  the  number  of  policies  being  issued  now? 

Mr.  Howell.  Not  throu^  our  department*  Our  busine^  has  increased.  Of 
course,  we  are  relatively  a  new  department.  Hail  insurance  in  the  East  is  relatively 
new.  The  other  men  who  have  been  talking  about  hail  insurance  on  growing  crops 
are  feom  the  West,  where  it  has  been  a  factor  for  many  years.  Up  to  a  comparatively 
went  time  it  has  been  a  new  ieature  here  in  the  ^t  and,  of  course,  it  has  grown 
with  us  each  year. 

The  Chairman.  Yours  is  an  old-line  company,  is  it  not? 

Mr.  Howell.  Yes.  ^ 
The  Chairman.  I  am  going  to  ask  this  question:  Does  your  company  CQ^M^DDpWte 
extension  of  insurance  to  other  well-kncuwn  farm  crops? 
Mr.  Howell.  As  r^rds  hail  insurance? 
The  Chairman,  No;  as  r^jards  loBses  from  other  causes? 

Mr.  Howell.  If  we  can  get  sufficiently  reliable  data  on  which  to  base  experience 
and  rates  I  think  that  the  company  would  be  interested  in  doing  that. 

The  Chairman.  Well,  that  is  a  thought  that  I  have  had  for  some  time.    How  do 
you  suggest  that  we  shall  get  this  information?   Do  you  think  it  is  practicable  and 
proper  that  the  Government  should  attempt  to  cooperate  with  the  States  SM  roe 
counties  through  the  local  county  agents  of  ibe  DepwrtiattSt  d  Agricmltuseia  the 
lection  of  necessary  data?  .  c 


Mr.  HowBMi.  I  think  the  county  agent  is  the  very  best  medum  for  grtheriag  that 
data.  He  is  (he  nuoi  .who  prDbdbly  has  the  nkost  intisutte  knowledge  el  the  aenetil- 
ture  of  his  county,  probably  more  so  than  any  other  man  in  the  county,  even  thoiJ^h 
he  be  a  native  of  the  bounty.  It  is  his  business.  He  knows  where  the  good  crops  are 
gmwn.  where  the  poor  crops  are  grown,  and  the  companies  seeking  to  arrive  at  a  fair 
and  just  and  adequate  basis  for  insurance  need  a  limited  territory— a  restricted  terri- 
tory, on  which  they  know  the  status  of  the  crop  situation;  that  is.  th^  kind  of  crops 
that  are  grown,  the  >deld  of  those  crops,  and  the  principal  hazards  to  which  they  are 
subjected  in  anv  county.  •  l 

Speaking  of  the  East,  the  counties  vary  largely  in  size.  Some  are  large  with  2»  or 
30  and  sometimes  as  high  as  dO  townshqis;  otikewliave  only  6  w  7  townships  That 
ought  to  be  bEoOg^t  down  1»» >1xywttdlip&w6ur  as  pos^ble,  aond  even  the  townships  sub- 
di^ed  whw^  townstdiie  are  laige,  as  tojthe  geod*  poor,  and  fair  districts  m  that 

timrfiip*'- 

The  Chairman.  The  Secretary  of  Agriculture.  Mr.  Wallace,  this  morning  stated 
to  the  committee  that  he  thought  there  should  be  the  widest  pos8il)le  distribution  of 
insurance,  so  that  if  there  is  a  failure  due  to  frost,  for  insUnce.  or  excessive  moisture 
in  one  part  of  a  district,  it  would  inure  perhaps  to  the  advantage,  due  to  the  larger 
price  paid,  to  the  part  of  the  district  not  affected,  and  the  <me  receiviii^  tte  larger 
profit  because  of  the  loss  te  the  othtt  should  maioe  that  up  by  ymy  ^  tcb^stod  eonih^ 
penetttaoB.   Do  you  undezstand  that  proposition? 

Mr.  Howell.  Theoietically  it  w  r^t.  The  difficulty  m  practice  it  would  seem 
to  me  would  be  to  get  the  mnoetB  in  the  good  section  to  carry  the  inmrance  for  the 
farmers  in  the  poor  section  that  is  likely  to  get  the  drought.* 

The  Chairman.  Of  course,  you  are  specifjdng  a  mechanical  situation,  but  frosts 
or  excessive  moisture  or  drought  may  occur  in  one  section  of  the  country  in  one  year 
and  in  another  section  the  following  year. 

Mr.  HowBLL.  Yes;  and  yet  is  it  not  true  that  drought  is  more  likely  to  occur  in  a 
certain  section  year  aft»  year  liwii  in  anolto  section^  , 

The  C^BEAiBMAH.  It  18  moTO         to  ocfeuT  iu  Sft^ 
MiBsiflrippi,  I  grant  you.  .  ^  , 

Mr.  hWell.  Would  tibie  Misawippi  iftnuorsr  then,  carry  the  lasumice  lor  the 
Kansas  farmers? 

The  Chairman.  I  did  not  make  it  that  broad.  But  take,  for  instance,  the  wheat 
belt,  the  Mississippi  Valley  States— that  is,  the  prairie  States.  The  conditions  are 
not  very  dissimilar  in  South  Dakota  and  in  Oklahoma.  There  is  a  difference,  I  a^ree, 
but  there  is  a  similarity.  There  might  be  a  drought  in  <me  section  this  year  and  iMit 
next  year,  so  may  it  not  be  evened  up  over  the  wfaolesection  of  the  couptry  year  u 

and  year  outf  ,    .    ,  . 

Mr.  Howell.  I  am  not  familivriitt  th^  West,  and  without  having  been  m  that  sec- 
tion, I  think  perhaps  it  is.  . 

The  Chairman.  I  am  not  a  witness,  but  1  am  going  to  make  this  observation;  1 
know  something  about  fruit  in  the  West.  We  have  the  bottom  lands  and  the  hill 
lands;  one  vear  the  frost  strikes  the  hill  lands,  or  maybe  there  is  too  muc  h  moisture 
for  suitable  pollination,  or  it  may  operate  the  next  year  in  the  lowlands,  but  over  a 
period  of  20  years  they  average  about  the  same;  one  year  the  hilbnan  is  fat  and  the 
bottom-land  man  is  poor,  and  the  n«rt  year  vice  versa.  Now,  inraraiu^  could  be 
camded  IK>  that  one  woqld  ol^  ^e  other,  so  that  a  man  would  not  be  ridi  one  year 
and  poor  the  next.  Thirt  is  one  ol  the  happy  things  I  think  <3op  inmveaooa  can 
secure. 

Mr.  Howell.  I  would  like  to  see-it  worked  out,  and  we  are  trying  to  work  out  some 
basis  that  is  sound  and  tiiat  is  practicable  and  that  the  farmer  will  buy.  Incidentally, 
the  farmer  must  buy.  •  i 

The  Chairman.  You  think  the  county  agent  and  the  Department  of  Agncuiture, 
through  various  other  agencies,  like  the  Weather  Bureau  and  the  Crop  Statistics 
gatherers,  worldng  in  cooperation  with  the  States,  cpuld  furaiflh  data  suffiooatly 
reliable  to  attract  the  ccmsideration  of  insurance  companies? 

Mr.  HowBUi.  If  they  went  abbut  that  in  the  iwtoper  way.  I  think  that  data  to-day, 
particularly  crop  statistics,  have  been  too  general  and  extended  over  too  large  an 
area  to  give  sufficiently  reliable  data  on  which  to  base  experience.  They  could  be 
brought  down,  going  at  it  with  that  idea  in  mind,  that  you  are  after  crop  insurance, 
and  working  with  the  cooperation  of  the  companies  perhaps. 

The  Chairman.  I  think  there  is  a  possibility  of  Congress— with  the  aid  (rf  you 
gentlemen  and  others,  stabilizing  agricultural  incomes  through  the  medium  <A  UIBU]^ 
ance,  also  to  construct  a  basis  for  rural  cred^^  two.things  being  essmt^ 
income  in  agriculture  which  would  do  mudi  to  ke^  the  hoys  and  giris  on  the  farm, 
In  my  opimea. 
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Mr.  Howell.  Absolutely.    I  agree  with  you. 

The  Chairman.  That  is  what  I  am  interested  in  and  I  do  not  know  juat  how  to  go 
at  it  toget  the  tUs^  I  want. 

Mr.  Hownau  I  t£mk— ia  hct,  I  know-^e  togethw  in  that.  The  compaiiiei 
ai6  caBtmg  aroimd,  eikleavoruig  to  find  some  way  ^At  they  can  work  out  a  addlide 
pdicy ,  and  at  the  same  time  a  policy  that  will  not  mean  ruin  in  the  case  oi  an  extMiflive 
crop  failure  that  will  extend  almost  all  over  the  country. 

Our  experience,  if  you  would  care  to  know  sometidng  about  that  

The  Chairman'.  We  would  be  very  happy  to. 

Mr.  Howell.  Our  experience  started  in  1920  on  the  bam  of  the  investment  which 
the  farmer  had  or  would  have  in  that  crop,  and  we  worked  out  a  schedule  in  the  tall 
of  1920  on  wintCT  grain,  takins  ibB  opemlioDs  which  would  be  p^fionned,  each  as 
plowing,  disking,  harrowii^,  rolling,  mBl&ng^  seeding,  cutting  small  grain,  ahoeking, 
twine,  fertilizing,  rolling,  stacking,  threshing,  seed,  and  labor,  and  tjien  the  land  rental^ 
which  was  lindtoid  not  to  exceed  5  per  cent  of  themle  value,  but  not  in  any  event  to 
exceed  $12  per  acre,  and  in  the  New  England  States  that  was  restricted  to  $10  an  acre. 
And  in  order  to  meet  local  conditions  in  some  specially  favored  counties  we  were 
authorized  to  increase  several  items  of  cost.  In  case  a  man  said  **I  spent  $3.50  per 
acre  for  plowing  that  particular  field ;  at  the  time  I  plowed  it  it  was  in  a  hard  condition, 
and  it  cost  me  a  little  more,'*  we  were  authorized  to  increase  15  per  cent  above  the 
figures  as  denominated.  Tbm  the  amo«int  of  the  various  costs,  urn  these  wete  stated 
at  ibaA  time,  and  labor  was  even  higgler  on  the  lam  iSMi  it  is  to^ay,  that  plowing  was 
mot  to  eacceed  f3  per  acre,  jditching  $1  per  operation,  harrowing  50  cents  per  operation, 
rolling  40  cents,  drilling  90  cents  per  acre,  cutting  the  small  grain,  wheat  and  oats,  $1 .50, 
seed  at  actual  cost,  the  same  as  fertilizer.  The  sum  of  the  investment  as  indicated  by 
the  various  operations  was  the  basis  for  insurance. 

Then  if  because  of  any  of  the  hazards  insured  against,  M^hich  included  the  various 
weather  hazards,  insects  and  disease,  frost,  drou^rht,  he  failed  to  realize  at  the  end  of 
the  year  or  at  the  time  of  harvest  or  threshing  an  amount  sufficient  to  pay  his  invest- 
ment cost,  the  liability  of  the  company— in  omer  wcuEds,  the  company  paid  the'dtffer- 
ence  betwera  that  and  the  amount  actually  realized. 

We  issued  but  one  or  two  policies  of  that  nature.  Applications  as  they  came  in 
diowed  a  tendency  more  or  less  to  increase.  In  other  woras,  to  get  a  high  investment 
cost,  higher  than  it  should  be  in  endeavoring  to  work  out  a  schedule  which  would  take 
care  of  that  and  also  to  do  away  with  the  price  feature. 

Then,  while  it  was  not  meant  to  virtually  cover  the  price,  if  the  price  dropped, 
say,  if  wheat  dropped  from  $2  a  bushel  to  $1.50  a  bushel  from  the  time  that  the  crop 
was  above  the  ground  to  the  time  it  was  harvested,  that  crop  is  always  subject  to  cer» 
tain  losses  becaitte  of  weather  conditicms,  and  those  could  be  pnmerly  or  improperly 
claiined  by  the  fairmer  as  a  Vm  «d  ^the  eompany  would  pay,  whicn  was  not  wiHiin  tte 
hazard  oi  crop  insurance. 

The  Chairman.  What  do  you  think  about  the  testimony  of  Mr  Valgren  and  his 
theory  that  the  total  loss  should  be  based  upon  the  net  investment  rather  than  upon  any 
anticipated  profit  the  farmer  may  have?  Suppose  that  the  hail  should  destroy  wheat 
in  the  milk  that  might  go  20  bushels  an  acre,  hxit  the  farmer  had  sowed  3  bushels  to 
the  acre.  You  could  take  his  plowing  into  consideration  and  the  interest  on  the  in- 
vestment and  other  factors  axia  pay  him  for  just  his  actual  loss  due  to  whatever  the 
cause  may  be.  Of  course,  he  would  recom  less,  but  he  woold  pay  conrideiably  less 
and  he  would  be  saved  fmxi  a  total  loss.  Bo  you  thhik  that  is  a  practical  way  for 
making  insurance? 

Mr.  ITowBLL.  That  idea  is  back  of  all  our  hail  operations.  We  aim  to  insure  him 
up  to  the  amount  that  he  has  invested  in  that  crop.  The  difficulty  in  that  in  prac- 
tice would  be  as  regards  the  hail  policy  that  on  every  policy  issued  it  would  be  neces- 
sary to  ,£^et  a  detailed  statement  from  every  individual  grower  as  to  his  operations, 
which  irives  him  the  opportunity,  if  he  so  desires,  to  increase  salaries,  to  harrow  more 
times  than  perhaps  he  would  under  normal  circmnstances.  or  to  report  more  harrow- 
ings,  and  it  also  adds  very  materially  to  the  expenss^  of  wfiting  the  business. 
/The  Chairmak.  I  can  see  some  of  that,  but  a  fekner  could  not  pad  his  returns 
ynty  much,  because  farmm  opmting  in  the  same  community  are  subject  to  about 
the  same  wpense;  they  sow  about  the  same  number  of  pounds  of  wheat  per  acre  and 
cultivate  in  about  the  same  manner.  Of  course,  it  would  involve  a  little  more  book- 
keeping and  take  a  little  longer  in  making  adjustments,  but  in  your  form  of  insurance 
you  do  take  into  consideration  the  crop  prospect.  You  say  your  agent  carefully  esti- 
mates what  the  land  is  susceptible  of  producing,  then  you  say  we  will  give  you  insur- 
ance on  three-fourths  of  that.  Now,  that  may  be  very  greatly  in  excess  of  his  actual 
investment. 


Mi^  HowELi^;  not  Ihink  we  have  paid  in  excess  itf  his  actual  investmeiit.  On 
tobacco  policies  we  pay  up  to  his  investment. 

Mr.  Howell.  I  do  not  think  we  have  ever  paid  in  excess  of  the  investment  of  the 
farmer,  and  I  have  kept  in  fairly  close  touch  with  the  hail  business,  speaking  for 
myself  and  our  company. 

When  I  take  insurance,  Mr.  ('hairman,  on  a  crop  of  tol)acco,  the  plants  of  which 
stand  like  this  fiudicatiugj  and  have  not  been  set,  we  don't  take  insurance  until  after 
they  are  set  three  weeks,  then  that  tobacco  as  it  stands  there  has  no  value  except  as 
{MospeetilTe  value,  and  on  tiie  tobacco  we  limit  that  to  ibe  cost  of  his  operations,  the 
growers  come  to  us  ri^t  along  and  there  is  a  instant  stress  all  the  time  to  insure  up 
to^f 300  or  $400  per  acre.  If  I  may  make  a  personal  illustration,  just  this  past  week  in 
lei^rd  to  vegetables,  I  had  a  letter  from  the  eastern  part  of  New  York  State  which 
said:  '*Thi8  particular  urower  has  a  very  fine  farm  and  he  realizes  from  onions  and 
celery  every  year  at  least  .$1,000  per  acre.    Will  you  write  that  amount  of  insurance?" 

I  said,  **No,  we  can  not  write  that  amount  of  insurance;  we  aim  to  cover  him  up 
to  the  amount  of  his  investment."  And  the  most  that  we  would  consider  on  a  crop 
of  that  nature,  which  has  very  h^h  hibot  cost  and  fertilizer  cost,  is  f 300  per  acre. 
Be  wanted  $1,000. 

The  Chairman.  Ibetuming  to  tobacco,  let  me  cite  you  this  sitnaticm  and  see  if 
it  is  true  of  your  contracts.   What  is  the  aven^  insurance  that  you  place  upon  an 

acre  of  tobacco? 

Mr.  Howell.  1  should  think  a  little  in  excess  of  $100  per  acre — not  much. 

The  Chairman.  You  do  not  insure  the  plants  until  they  are  five  weeks  old? 

Mr.  Howell.  I  will  read  this  clause  to  make  this  ahsolutely  sure,  if  I  may: 

''T)iis  company  shall  not  be  lial>le  for  any  damage  caused  by  hail  to  said  tobacco 
until  the  tobacco  pUnt  ^all  have  beeft  transph^ted  iof  three  we^,  except  fior 
daoffiage  to  tobacco  totidlv  dMtroyed  by  hail,  and  then  onfy  for  the  cost  of  resetting 
tobacco  for  the  plwts  so  destroyed,  sueh  cost  not  in  any  ev)^  to  exceed  $15  acre/ 

Does  th&t  answer  yoiu*  question? 

The  Chairman.  It  practically  does;  yes.    Is  there  anything  further,  Mr.  Howell? 

Mr.  Howell.  Would  you  like  me  to  go  through  the  crop  policy,  just  what  little 
experience  we  have  had?  I  think  we  transferred  from  the  crop  investment  feature 
in  order  to  successfully  work  out  crop  insurance  in  the  spring  of  1921. 

We  endeavored  to,  or  did  woriE  out  a  policy  based  uposa,  first,  the  average  yidd  of 
the  individual  grower  extendii^  over  a  five-year  peiiM,  and  on  our  form  <rf  applica- 
tion space  was  provided  for-the  number  of  acres  and  the  total  yield  of  crops  oi  like 
kind  five  years  ago,  four  years  ago,  three  years  ago,  and  so  on.  That  was  used  to 
determine  the  average,  and  insurance  in  units  ef  measum,  buihsle  or  pounds,  was 
based  upon  three-fourths  of  this  average  yield. 

In  order  to  arrive  at  a  vahie  to  fix  rates  we  used  a  certain  estimated  price  that  it 
was  assumed  the  crop  would  be  in  the  fall.  That  was  not  to  exceed  a  certain  amount. 
If  the  farmer  felt  it  would  be  less  than  that,  if  we  wrote  potatoes  at  $1  a  bushel,  and 
he  sMld,  ''We  do  not  think  potatoes  will  foe  11  a  busM  but  wetii^  they  will  be  80 
.cents"  we  wrote  it  at  80  cents  in  order  to  get  at  a  basis  of  settlement^  which  was  on  a 
vield  basis,  but  we  had  to  fa  ta^  basu  for  setfliment  in  case  his  yield  dn^qped 
below  liis  insured  yield. 

The  dilliculty  ot  such  a  form  of  application  was  that  the  grower  said,  '  That  is  too 
cumbersome;  1  don't  know  what  my  yield  was  five  years  a^o,  or  even  three  years 
ago:  1  have  forgotten  whore  I  had  that  crop.''  So  we  decided  that  we  wanted  to 
try  it  out,  and  we  went  to  the  section  that  seemed  to  us  most  likely  to  know  those 
yields,  in  Aroostook  County,  Me.  .  I  went  down  there  petsmlally  myself  anki  spent 
ssme  little  time  calling  upon  ^were:  l%e  looid  agent  would  take  me  ont  and  sajr 
tfiis  man  was  a  good  grower  and  it  was  the  consensus  of  opimon  there  that  this  pdicy 
offered  them  no  protection  wiiatever,  that  it  was  not  adapted  to  their  needs;  and 
I  have  here  a  letter  which  was  written  May  26, 1921,  on  the  subject  ol  crop  insuiance^ 
in  which  it  says: 

Since  the  writer  had  the  pleasure  of  going  over  this  proiX)sition  in  detail  with 
State  Agent  Alden  and  representative  of  Mr.  Simmons  "a  office,  we  have  given  the 
proposition  a  good  deal  of  effort  and  have  conferred  with  a  great  many  of  the  large 
growers  throu^out  the  northern  section  of  this  country  and  with  very  unsatisfactory 
rssttltSy  due  entirely,  in  our  opinion,  to  tiie  iMm  oC  ycMey  whiA  him  feesn  ofifered. 
Iflf  the  first  place,  the  pohcy  usuring  the  yield  of  the  crop  does  not  api>eal  to  Hie 
iarmerSy  ana  furthev^  whm  you  exphttn  to  them  that  this  is  limited  to  75  per  csiit 
of  the  aveh^,  in  every  case  we  have  been  told  that  it  was  not  a  form  of«insiimnoe 
interesting  them  at  all.  and  I  can  best  illustrate  it  by  what  was  said  to  me  by  Mr. 
Hoyty  from  Easton,  only  two  days  ago,  as  he  came  into  this  ofiice  without  soUcitation 
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to  look  over  this  fonn  of  pc»licy  and  had  intended  to  buy  crop  investment  insurance. 
He  is  a  large  grower,  has  been  very  successful,  and  wnen  I  explained  to  him  our 

g resent  form  of  policy  he  said  that  it  was  absolutely  nothing  that  would  do  him  any 
enefit,  and  said  that  with  the  better  grade  of  fertilizer  which  we  are  now  ^tting 
than  during  the  war  his  opinion  was  that  the  crop  would  average  better  this  year 
than  the  last  five  years,  and  he  believes  the  chance  is  very  remote  of  the  dope  aver- 
agiiig  less  than  85  or  90  p&r  cent  of  fonner  large  yields. 

''we  betieve  that  au  investment  policy  based  upon  the  actual  money  invested 
in  the  seed,  plaatbig,  cultivation,  and  hanresting  uie  oop,  exclusive  of  any  land 
rental,  would  be  a  safe  and  salable  proposition,  and  until  some  such  forms  can  be 
worked  out  we  can  not,  under  the  pieient  loom  of  policy,  solicit  successfully  or 
advise  our  customers  to  buy," 
They  also  say,  Frankly,  the  whole  program  is  not  practical  for  this  conmiimity." 
That  was  the  situation  as  it  stood  in  1921.  Just  a  few  days  ago,  before  we  knew 
of  the  work  which  you  were  at  here  and  of  the  committee  hearing^  that  you  had 
planned,  these  came  to  my  desk  a  crop  report  published  by  the  United  States  De- 
partment of  .Agriculture  ymdi  gave  the  yields  obtained  in  Maine  on  various  crops 
for  1921,  the  year  of  which  I  spoke  and  last  year,  1922.  I  worked  out  and  addressed 
to  Mr.  Simmons^  mttttger  ci  ^  eastern  depeitmmt,  a  letter  whicli  X  would  like  to 
read  parts  of. 

The  Chairman.  Why  not  put  that  in  the  record?   We  will  read  the  record  anyhow. 
Mr.  Howell.  It  does  not  all  deal  with  the  potato  situation  and  I  think  that  is 
the  thing  bearing  this  out — but  whichever  you  prefer. 

The  Chairman.  We  want  to  move  along  as  rapidly  as  possible. 
Mr.  HowsLL.  I  do  myself. 

^e  GoAiRiiAK.  Statements  that  are  preperad  we  put  ih  the  record. 
Ife.  Howsui.  I  am  sorry  to  say  tiiiB  ]«  dot  pti^pezed;  it  m  amply  as  ivzitten  aod 
<Hdy  certain  parts  of  it  apply. 
The  Chairman.  Well,  go  ahead  then. 
Mr.  Howell.  I  will  start: 

"The  general  impression— {referring  to  1921]  waa  that  with  the  lai^e  quantity  of 
fertilizer  used,  which  is  from  2,000  to  3,000  pounds  per  acre,  there  is  very  little  varia- 
tion in  yield  from  year  to  year.  The  growers  and  i^ents  claimed  that  if  their  average 
five-year  yield  was,  for  example,  100  barrels  per  acre,  which  tiiey  say  is  very  near 
their  average/ they  -wavid  never  drop  as  low  as  75  barrels  in  any  (me  year.  You 
wOI  'iecall  that  our  policy  provided  that  the  estimated  yirid  insiu-ed  under  the 
policy  was  based  on  production  of  not  exceeding  75  per  cent  of  the  average 
yield  of  sunilar  czopA  obteuiad  .&0na  part  esxpefomm  estimated  if  possible  for  «t 
least  five  years. 

"With  this  explanation,  I  have  before  me  the  Maine  Orop  Review  for  that  year 
and  the  year  1922,  issued  cooperatively  by  the  United  States  and  the  Maine  De- 
partments of  Agriculture.  From  that  I  observe  that  the  potato  acreage  of  Aroostook 
County  for  1921  was  100,491  and  in  1922  it  wbb  105,555*  The  average  yield  per  acre 
obtaiMd  in  1921  was  320  bndids,  Aid  1922  this  dropped  to  174  bushels  per  acre. 
Tlie  1922  yield,  tbereloie,  was  but  51  per  cent  of  the  yield  obtained  in  1921  and  but 
58  per  cent  of  an  average  yield  of  300  bushels  per  acre.  To  make  it  still  worse,  in 
1921  the  price  was  43  cents  per  bushel,  which  gave  for  Aroostook  County  a  total 
value  of  the  potato  crop  in  1921  of  $27,333,532,  and  in  1922,  of  $8,264,956,  which  is 
approximately  but  53  per  cent  of  the  value  obtained  in  1921. 

"This  low  yield  was  brought  about  by  a  period  of  heavy  rains  which  began  in  June 
and  continued  well  in  August.  Very  low  prices,  due  to  a  lai^e  total  crop  in  other 
sections  of  the  country,  brought  about  &  xisidting  low  value  per  acre,  making  it  ft 
disastioaB  year  for  the  Maine  growers/' 

I  ean  snmmariM,  I  tldnk,  that  those  figures,  under  either  form  of  policy,  mean  that 
on  every  investment  policy  written  the  loss  would  have  been  probably  from  $22  to 
$122  per  acre,  and  under  the  yield  policy  would  have  been  20  to  75,  or  even  more, 
perhaps  100  bushels  per  acre. 

The  value  per  acre  obtained  by  the  grower  in  1921  was  $272  and  in  1922  this  value 
dropped  to  $73.30,  and  their  investment  on  a  conservative  basis  to  carry  this  was 
$100  to  $200  per  acre.  At  that  time  they  were  putting  in  a  ton  of  fertilizer  per  acre 
costii^  from  $75  to  $80  per  acre,  and  some  putting  in  3,000  to  3,500  pounds. 

It  mnply  points  out  some  <rf  the  dangers  that  have  to  be  tak^  into  account. 

In  ngnd  to  ywt  questiim  <rf  getting  suitable  informatioB  which  would  give  the 
compasKy^  lb  basis  for  extending  their  operations,  I  took  it  on  myself  to  address  the 
county  agents  of  New  York  State^  explaining  to  them  that  we  were  interested  in  try- 
ing to  work  out  a  salable  proposition  for  crop  insurance  and  asked  them  for  information 
eoQcecoiiig  their  county,  pv^ting  it  in  the  fonn  of  a  questiijgonai^^ 


jxpmmwam  of  asm  vsmmxfm. 

which  divided  the  counties  into  townships,  with  the  name  of  the  towndiipi  wd  then 
asked  them  to  give  the  principal  cash  crops  of  that  township.  That  included  all  the 
crops  which  went  to  make  up  the  income  of  the  farmer.  Then,  if  posatble,  to  clasdfy 
that  township.  Making  it  easier  for  him,  I  used  a  basis  of  1,  2,  3,  4;  or,  in  other  words, 
excellent,  good,  fair,  and  poor,  and  endeavored  to  get  through  that  some  reasonable 
basis  of  arriving  at  the  different  hazards  which  might  be  encountered  in  any  one 
county*  I  did  get  very  good  cooperation  on  the  part  of  the  county  agents.  Some 
neglected  to  answer,  but  you  know  in  anv  form  of  questionnaire  there  is  the  human 
el^ent;8(»nelayitonthedeskandsay»  '^I  will  do  it  in  a  day  or  two/' and  it  becomes 
forgotten. 

That  to^y  has  been  our  principal  experience.  I  would  be  very  glad  to  leave, 
and  have  printed  in  the  record  if  you  so  desire,  the  different  forms  of  policies  which 
we  use  for  hail  insurance,  the  rates  which  we  have  for  the  different  sections  which 
I  and  other  men  in  Mr.  Simmons 's  department  spent  considerable  time  to  work  out 
carefully  as  regards  the  hail  hazards.  That  is,  in  a  section  which  our  experience  and 
the  experience  of  the  growers  showed  that  the^  were  more  likely  to  get  hail  we  endeav- 
ored to  increase  the  rate  there  and  decrease  it  in  a  compensating  measure  in  another 
section. 

Our  experience  in  one  or  two  counties  in  tobacco  was  that  our  kMses  to  premiums 
wero  260  per  cent  and  in  otfaw  sections  it  was  lees  than  SO  per  cent.  In  those  sections 
where  we  could  never  hope  to  get  a  rate  to  pay  us  for  our  losses  we  increased  it  as 
much  as  we  thought  was  fair,  bringing  it  down  in  other  sections.  That  same  thing 
applies  to  apples  and  wheat,  which  we  have  just  instituted  this  year.  It  is  too  early 
to  write  any  as  yet,  but  that  explains  what  we  are  trying  to  do  as  regards  hail  insurance. 

The  Chairman.  Can  you  supply  the  committee  with  a  statement  of  that  kind? 

Mr.  Howell.  Yes. 

TheCHAiBMAN.  How  soon? 

Mr.  Howell.  As  soon  as  I  can  ^t  it  together.  I  have  with  me  a  specimen  policy 
ef  each  kind  and  the  rates  as  applied. 
The  CHAiitMAK.  I  would  like  to  have  you  do  it,  and  it  can  foUaw  your  testinoi^. 

Mr.  Howell.  I  can  get  that  together  and  give  it  tMs  afternoon. 

The  Chaibman.  Or  to-morrow  morning,  if  you  will  be  in  the  city. 

Mr.  Howell.  Yes;  I  will  be  in  the  city.  I  will  stay  throughout  the  hft^riTig^ 
because  we  are  here  to  learn. 

The  Chairman.  We  may  find  it  beneficial  to  hear  from  you  later  in  the  hearings. 

Mr.  Howsix.  Any  time  that  I  can  be  of  assistance  I  will  be  glad.  That  is  what 
I  would  like  to  do. 

The  Chairman*  The  committee  appredatee  greatly  your  ifiB^TMWB  in  ihs^  matter^ 

(The  statement  furnished  by  Mr.  Howell  is  as  follows:)  . 

Mr.  0.  G.  Howell,  of  Syracuse,  N.  Y.,  submitted  to  the  committee  the  IpUowing 
statement,  which  was  ordered  to  be  incorporated  in  the  hearings: 

"The  Home  Insurance  Co.,  New  York,  through  its  eastern  farm  department,  has 
made  two  attempts  to  insure  growers  against  disastrous  financial  loss  by  crop  failure 
caused  by  the  elements,  including  frost,  winterkill,  flood,  drought,  insects,  or 
disease. 

''The  first  was  in  the  autumn  of  1920  and  1^  kind  of  crops  was  lii^ 
(or)  pdn  and  our  polic)^  guaranteed  a  netum  to  the  grown  <m  the  cik^  insured  equal 
to  n]3  investment  therein.  If  by  reason  ot  any  of  uiese  causes  the  sale  price  at  the 
time  of  harvest  would  not  bring  •  ratiim  equal  to  the  lavertmsAti  tihia  eemE^aay 

contracted  to  make  up  the  deficit. 

"The  atnount  of  this  investment  was  agreed  upon  in  the  policy,  a  specific  item  for 
each  operation  or  factor  making  up  the  totaJ  as  follows: 

Per  acre. 


Plowing  for  grain   $3.00 

Discing  (per  operation)   1.  00 

Harrowing  (per  operation)  50 

IboUing  (per  operation)  40 

DriUing  or  seeding  90 

Cutting  small  grain   L  60 

Shocking  small  grain  70 


Per  acre. 

Twine  |0.  60 

Hatding  and  stacking   1. 50 

Threshing   L  50 

Seed,  various. 

Commercial  fertlHxer,  it  cost. 
Land  rental,  5  par  dMit  of  actual 
sale  value,  but  not  to  exceed. .  .  12.00 


**For  the  New  England  States  the  item  of  land  rental  in  schedule  of  costs  shall 
not  exceed  $10  i>er  acre. 

Jn  wder  to  meet  fcxsaik  ctmditions  in  all  counties,  agents  are  authorised  to  inoease 
ol  the  aevanalijliepns  of  cost  not  exGeeding  15  per  cent,  excepting  rental  value. 
"The  premium  chaij^s  indicated  in  iftte  cai^  must  be  collected  on  all  business 
ifiitlen  ommg  *ho  yerng  mSMag  ioason.  An  additioa  of  12  per  hundred  dolte 
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aisurance  must  be  made  upon  business  submitted  during  the  fall  writing  se^sofi. 
Between  December  10  and  March  25  no  business  of  thia  class  will  be  accepted, 

"The  foUowiiii^  creneral  rules  wore  also  observed:  _    ^       i  •  '  u 

''To  write  crop-investment  insurance  at  reasonable  rates,  policies  issued  in  tM  fall 
against  the  hazards  of  winter  must  be  written  before  seasonal  con<Kti0iBrTOnd*rlt»B* 
from  ^vinter  causes  likely.  The  fall  writing  seaaon  wfll  begin  when  m  ate 
above  ground  and  in  a  healthy  growing  condittott  and  end  December  10.  No  insuratice 
accepted  before  Iforch  25.  ,       .       ,  .  .  = 

"^W^i^  insurance  on  rental  vahie  is  desired,  limit  such  insurance  to  5  per  cent  or 
lees  of  a  very  conservative  estimate  of  the  value  of  the  land.  A  tenant  farmihg  on 
shares  has  no  rental  value  interest,  but  one  pa>nno:  a  cash  rental  may  insure  for  rent 
actuallv  paid,  not  exceeding,  however,  limit  quoted  on  rate  card,  such  i-ental  to  be 
shown  in  a])i)lication.  An  owner  renting  to  tenant  on  crop  share  may  insure 
5  per  cent  of  land  value,  not  exceeding  limit  shown  in  rate  card.  Tm  tbmat  WXy 
insure  his  in\  estment  of  labor,  seed,  etc.,  as  per  schedule. 
All  poUcies  expire  the  Octoibfer  15  following  the  date 

''Application  imiten  «n         wbMf  ^  be  accepted  cmiy  dofing  the  fsU  writing 
aeason 

"Sale  of  this  form  of  policy  was  virtually  withheld  by  us  l)ecause  when  applications 
began  to  come  in.  indications  were  that  only  growers  who  were  not  likely  to  get  returns 
equal  to  the  amount  in-^ured  were  seeking  the  insurance.  \  "'  .^^i 

"Also  we  then  realized  for  the  first  time  that  we  were  guaranteeing  tire  n^ketpnCe 
to  the  extent  of  our  insurance.  To  illustrate,  if  by  reason  of  over  produ«i«Mi  or 
other  cause  the  market  price  at  the  time  of  lian^t  wte  M  low^  that  the  croj)  would  sefl 
for  less  than  the  instinuiee  we  rieiild  nbt  disprove  a  mta  that  some  of  the  causes 
insured  against  had  caused  reduction  in  yield.  AH  crops  are  damaged  from  one  or 
more  of  these  causes  every  year  and  to  guarantee  market  price  was  not  our  intention 
and  was  decidedly  outside  our  pro\'ince.  We  decided  therefore  that  w^  mupt  approach 
the  proposition  from  some  other  angle.  ^.-^^  a  -  <  tt^^AiA 

•  We  then  framed  a  i)olicy  guaranteeing  against  the 

per  acre  limited  to  75  per  cent  of  the  averae«  annual  yieH**''^/??S?S!?*iSJ^Jffil 
crops  in  the  same  locality  for  the  previda*  fiv6-year  period.  Tftls^poht^'  atoo  twoiddbd 
coveraee  for  damj^ in  quality.     "  <     i;  .       -  j  r   ...  • 

"Hmc  SKain  appUcations  for  the  insurance  brought  realization  of  defects  in  the 
genial  pUto.  A  narked  tendency  to  exaggerate  past  yields  in  order  to  obtain  more 
IttiinKB^  was  observed.  Once  more  the  insurance  attracted  all  the  less  succe^ful 
SfOwers  The  growers  in  the  best  localities  and  (od  using  better  farmingmethods 
aHMed  that  their  yield  never  goes  so  low  as  the  amount  of  insurance  We  weite  willing 

''Underwriting  .lifticulties  also  became  apparent.  Ouif  i^jtotd  ittftintained  that  the 
policy  wa«  cumbersome  to  handle  aiid  that  mo«t  erowers  ctotfld  give  no  definite  figures 
Snceming  the  acieage  growA  and  yield  obtained  on  hke  crops  in  the  pre^•lou8  yeare^ 
^^SdftomS  ^wers  seeiied  to  be  for  a  policy  gUsKanteemg  a  certain  fixed 
«to  per  acre  without  regard  to  the  yield.  ^  t*i,«v,:„>.Ur 

"We  decided  therefore,  to  withhold  this  policy  from  all  temtones  except  the  l^ghly 
specialized  potato  section  of  the  State  of  Maine,  Aroostook  County  fj'^J 
it  to  try  it  out  in  a  small  way.  We  were,  however,  unable  to  seU  a  ^le  pohcy,  W 
Se  ^owei  i^isted  that  a  policy  of  this  kind  offered  1^em*o  prtt««ldlt  whatever 

'"Sese  statements  are,  howev'er,  dispret^'by  fig^  showing  the  crop  yieldsfor 
Maine  for  1921  and  1922  published  in  the  Mame  Crop  ae7^ew  winch  is  issued  aiope^ 
2tivplv  bv  the  United  S&t«  and  the  Maine  Departments  of  Agriculture.    This  pub- 
SSSi^S^'lKSfe  ^  acre^  of  AroostoJk  County  ^-^^^l  was      491  and  in 
1922  It  was  105  555.   The  average  vield  per  acre  obtained  in  1921  was  320  busneis, 
and  in  1922  th^  dropped  to  174  bushels  per  acre.    The  1922  yield  theretore  w,^  but 
51  pJ? cent  of  the  yield  obtained  in  1921  and  but  58  per  cent  of  an  average  yield^ 
300  bushels  per  acre.    To  make  it  still  worse,  in  1921  tfie  December  price  for  potatoes 
t^^  ^lf  p^r  bushel  and  in  1922  the  P^ce  was.  10^^45  per  bushel  w^^^ 
Aroostook  County  a  total  value  of  the  potato  crop  in  1921  of  ^7,333,5o2.  and  in 
of  $8  264  95G  wMch  is  approximately  but  83  per  cent  of  the  value  obtained  in  1921. 

thiXve  o2?  w  acreageW  in^921  the  average  grower  of  the  county 
ieci?«i^2  pSr«»e  for  his  cr^,  and  in  1922  this  same  average  grower  received 

^'ThL1I)S^yirfd'was  brought  about  by  a  period  of  heavy  rains  ^hjh  began  in 
June  ^d  ^ntmued  well  into  August.   Very  low  pnces  dueto  » Jf^^l^ftd  crop 
iHthS  sections  of  the  country  brought  about  a  resulting  te^i^e  per  rtftWar 
it  a  disaatiouB  year  for  Maine  growers.         J'  ; 
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"  Seeminglv.  in  1922  under  either  of  the  policies  outlined  above  losses  would  Iwive 
been  sustained  on  practically  every  policy  written,  varying  from  25  to  SO  bushels 
per  acre  under  the  yield  policy,  and  in  many  instances  undoubtedly  more  and  under 
^  investment  toEoi  of  coverage  the  loss  per  acre  would  have  varied  fam  9^  to 
l|125per  aci«tt>lk9peodiiig  upon  the  insured  investment  allowed. 

'•'twis  deiwrtment  of  the  companv  has  issued  practically  no  crop  policies.  Our 
experience,  however,  has  led  us  to  tKe  conclusion  that  both  of  our  attempts  at  crop 
insurance  were  unsuccessful  and  at  this  time  no  policy  contemplating  coverage  against 
all  of  the  alwve  hazards  is  contemplated.  Our  undertakings  now  on  crop  insurance 
are  confined  to  the  one  element  only,  and  that  is  hail." 

The  Chairman.  Now,  Mr.  J.  H.  Griffin. 

STATEIIRHT  OF  MB.  J.  H.  GBIFFIN.  PRESIDENT  IfQRTWBSSSKir 

«p»  4Sg._  ^^^^^^^^^^  ^^^^^ 


The  ('haikman.  Mr.  Griffin,  give  the  reporter  your  name  and  occujiatiun. 
Ml.  Griffin.  JohnH.  Griffin,  president  Northweetem  Fire  &  Alarine  Insuiauce  Go,, 
Mineeapolis,  Minn. 

.   The  Chairman.  Yours  is  a  so-called  old-line  company? 
Mr.  Griffin.  Hail  writing  only. 
The  Chahuian.  Hail  writing? 

Mr.  GBiPfm.  That  Ib,  we  wate  hail  in  addition  to  fire.  No  cacop  Mm. 
TheCaMBMAN.  J%m  hvlS  } 
-    Mr.  Griffin.  Yes.  ,  .  •  *  •  <> 

The  Chairman.  How  long  has  your  company  been  writing  that  iorm  of  ineurance? 

Mr.  Griffin.  Twentv-tAvo  years.  ^  ^ 

The  Chairman.  That  is  about  the  oldest  company  handling  hail  ineuamce,  is  it  not? 
Mr.  Griffin.  Well,  the  St.  Paul  and  the  Northwestem  are  about  the  cddest  stock 

^^^^^^xfkMAN.  I  will  not  ai^  you  any  furtJwr.  Go  ahead*  Qm^f  and  give 
MB  what       liave  to  aay. 

,    Mr.  GnmiN.  That  is  aU  right;  ask  me  any  questions  you  want. 

The  Chairman.  Give  us  a  Rttle  history  of  the  company  in  connection  with  handling 
hail  insurance  and  how  you  got  into  it. 

Mr.  Griffin.  We  have  been  writing  hail  insurance  ever  since  we  were  incorporated 
in  the  Northwest,  and,  of  course,  we  extend  our  op^tions  in  th^  Middle  West,  tiie 
Plains  States,  and  MiasiflBippi  Valley,  and  our  record  nas  been  none  too  good.  We  have 
made  a  little  profit,_po6BibIy  5  per  cent  over  the  v^m4t  m%* 

The Giui9PCAK.  lliatis, )rouh«wiietfefNli6p«foMft«»m^ 
you  have  be<^  writing  hail  inaoqpw? 

Mr.  Griffin.  Twenty-two  Jm^^  W%im»M^m^  md  downa,  of  course- 
lean  years  and  strong  years. 

The  Chairman.  Did  ypu  give  the  particular  locality  in  which  you  sell  this 
form,  of  insurance? 

Mr.  Griffin.  Montana,  North  and  South  Dakota,  Minnesota,  Iowa,  Nebraaln, 
S:iMisas,  Oklahoma,  and  Ten^.  We  confine  our  operationa  l«iKidy  to  that  len^ary, 
^Middle  Wef*8ts«eB.  ^        •       . ,  . 

The  0s4nMAN.   How  extensuve  is  your  busmesaf  Mr*  Ooiinn,  m  that  line.^ 

Mr.  Griffin,  Well,  we  have  written  as  high  as  a  million  and  a  half  annually,  in 
1919,  but  the  business  has  decreased  rapidly  since  then  on  account  q£  the  conditions 
in  the  agricultural  States. 

The  (Chairman.  Have  you  modified  the  terms  of  your  policy  considerably  since 
you  first  started  22  years  ago? 

Mr.  Griffin.  We  first  started  to  write  an  unvalued  policy  in  1888,  mm  we  changed 
to  a  valued  policy,  m  much  per  aoe.  The  originaJi  amount  waa  $12  per  acre  Kmit, 
HMl  ltet  vaa  about  the  eximt  of  ateanwirwce  carried  by  the  fanner,  $12  per  acre* 
Since  then  the  limit  has  been  increased  up  to  $24  per  acre,  but  the  single  compames 
have  written  largely  on  a  $12  basis  and  the  form  of  policy  has  changed  in  so  far  as  the 
adjustment  is  concerned.  The  original  adjustment  waa  bawd  upon  the  amoimt  of 
loss  specifically.    Now  it  is  based  upon  a  percentage. 

The  Chairman.  Wliat  is  the  rate  you  charge  for  the  risk? 

Mi.  Griffin.  It  runs  from  2  per  cent  in  Iowa  to  Iti  per  cent. 

The  Chairman.  Where  is  that? 

Mr.  Griffkm.  In  Colorado;  some  portions  ci  Ckdorado.  The  avmge  rata  is  about 
i$petowt)ihP)erth0t«ffitMy.  , 
The  Chmbhan.  And  do  you  insure  the  full  pro8|iective  value  of  the  crop? 
Mat*  eMmxi.  Up  to  $24  par  aa». 
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The  Chairman.  And  you  pay  that  loss  in  case  of  total  defltracSlSoil? 

Mr.  Griffin.  In  case  of  total  destruction;  yes. 

The  Chairman.  Whether  there  was  a  bumper  crop  or  a  small  crop? 

Mr.  Griffin.  It  makes  no  difference.  Of  course,  it  is  based  upon  the  prospects!?© 
yield.  The  policy  is  written  at  the  time  the  crop  is  up,  and  the  fiamer  expects,  <rf 
cooiBe,  to  have  at  least  15  bushels  per  acre.  The  average  crop  retlim,  i  thbdc,  is 
about  14  bttdnels. 

The  Chairman.  Many  tisoos  they  collect,  I  assume,  a  sum  of  money  very^much  m 

excess  of  the  actual  loss. 

Mr.  Griffin.  I  do  not  think  so  on  the  adjustment  system.  ^ 
The  Chairman.  Explain  the  adjustment  system,  Mr,  Griffin. 

Mr.  Griffin.  Well,  we  write  up  to  $24  per  acre,  and  then  if  we  have  a  25  per  cent 
loss  we  pay  him  25  per  cent  of  the  amount  of  insurance  carried  under  our  policy. 
Now,  the  amount  of  insurance  carried  bv  the  farmer  is  toised-upon  the  prospects  erf 
his  crop.  •  No  crop  is  going  to  yield  less  tuan  15  bushels,  anyway.  The;r  may  get  less 
through  danuge,  insects,  or  climatic  eimditiom;  but  he  is  iuraring  ms  crep  om  the 
basis  of  the  proq>ective  yield. 

The  Chairman.  And  not  the  actual  yield? 

Mr.  Griffin.  Well,  he  could  xu>t  determine  the  actual  yield,  and  we  could  not 

determine  it. 

The  Chairman.  Well,  that  might  be  difficult;  but  for  a  poor  stand,  if  it  is  a  total 
loss,  he  would  get  $24?  .  .  k. 

Mr.  Griffin.  If  he  has  the  cfopy  if  it  has  not  been  damaged  in  any  otJier  way  pre- 
ceding the  damage  bv  haU.  It  may  have  ahrunk  away  by  droi^t;  Iben  he  would 
not  get  that;  it  would  indtide  the  dama^  to  the  crop  preceding  the  storm. 

The  Chairman.  But  do  you  not  think,  considering  me  various  elements  you  have 
mentioned,  that  there  is  a  hi^er  value  than  the  actual  loss  based  upon  his  net 
investment?  ' 

Mr.  Griffin.  Based  upon  his  investment? 

The  Chairman.  Yes.  ' 

Mr.  Griffin.  Well,  we  presume  that  rate  as  near  as  we  can.  Of  course,  tbe  cost 
of  putting  in  the  crop  varies  considerably,  but  th^  is  no  other  way  in  w!ddi'W0  can 
insnre  a  growing  crop.         n  .  *  ■  ^  •  ^  • 

The  C^SAIBKAN.  You  are  satisfied  with  the  basis  of  your  policy? 

Mr.  GmmN.  We  tried  the  other  thing  and  got  licked  on  that  pretty  badly. 

The  Chairman.  What  other  thing? 

Mr.  Griffin.  The  non value. 

The  Chairman.  Explain  that. 

Mr.  Griffin,  No  value  fixed  for  the  crop  except  we  had  a  limit  of  loss  to  $12  per 
acre  and  then  adjusted  the  loss  on  more  or  less  cost.  Since  then,  of  course,  the  crops 
have  been  worth  a  good  deal  more  and  tibe'  tost  at  the  famii  has  increased  a  good 
deal. 

The  Ghaikii^.  Do  you  think  tins  experience  of  22  yean  his  put  the  company  in 
possession  of  fetcts  <»i  which  it  can  safely  estimate  the  loss  and  what  the  premium 

fihould  be? 

Mr.  Griffin.  I  think  so.  The  experience  we  have  had.  It  has  been  rather  experi- 
.  mental  up  to  the  last  10  or  15  years.  There  have  been  very  few  companies  writing 
hail  insurance  up  to  10  or  13  years  ago;  only  two  or  three  companies  outside  of  the 
mutual  companies  writing  that  policy  at  all.  Now  we  have  figures  to  work  on  {hflK  we 
believe  are  uurly  accurate.  *  • 

The  Ohaibiun.  Have  you  found  you  received  help  from  the  D^pttttmen^  of  Agri- 
culture aad  irem  the  State  and  Government  statistical  agencies? 

Mr.  GsimK.  Well,  we  have,  but  not  material.  We  baee  our  rates  upon  our  own 
experience  over  a  period  of  years. 

The  Chairman.  Then  it  is  your  view,  after  the  experience  of  your  company  for  22 
years,  that  you  have  a  practicable  basis  upon  which  to  make  a  charge  for  the  risk 
assumed  by  the  company  in  selling  hail  insurance? 

Mr.  Griffin.  Our  own  experience.    ,        ; . 

The  Chaibmak.  Have  you  thought,  Mr.  GiifBn,  of  going  krto  inrarance  on  aHm 
crops?  *  .  . 

Mr.  Gbifvin.  No. 

The  Chaibman.  Are  you  interested  in  that  8ub|ect7 

Mr.  Griffin.  Why,  I  would  like  to  see  a  plan  ^mked  out  I  would  not  want  to 
work  it  out  myself. 

The  Chairman.  You  would  be  willing  to  contribute  whatever  you  could  along;  that 
line? 
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Mr.  Griffin.  Yes;  I  would  be  glad  to  do  that,  but  not  in  money— just  experience. 

The  Chairman.  I  think  your  experience  is  more  valuable  than  your  cash  now. 

Mr.  Griffin.  Permit  me  to  say  tnifi:  Tbme  is  no  demand  for  a  crop  policy  in  fixed 
toritcny.  The  demand  is  in  norths  Montana  zoA  weetmi  Nebraska  and  western 
Kansas,  and  tl»  drought  districts  of  Arizona.   Tbeie  is  no  demand  in  our  State. 

The  Chairman.  Because  hail  is  the  largest  el^nent  (tf  your  damage,  is  it  not? 

Mr.  Griffin.  In  Plain  States;  yes. 

The  Chairman.  Though  I  suppose  drought  is  a  very  considerable  factor,  too^ 

Mr.  Griffin.  Oh,  not  very  much,  excepting  west  of  the  river  in  the  Dakotas  and 
Montana.    In  Montana  it  is  a  very  serious  menace  all  the  time. 

The  Chairman.  What  would  you  advise  this  committee  to  do  in  order  to  help  along 
Hie  line  which  we  desire  to  r^tidw  asnstance? 

Mr.  GnimK.  Well,  I  presume  a  crop  policy  could  be  written  sslely  over  a  large 
ana^  I  lldbdk^-  if  you  comd  get  all  tlie  farmers  to  contribute.  You  can  not  do  that, 
of  course,  because  the  fanner  in  the  settled  diversified  &rming  section  does  not  want 
a  crop  policy  and  does  not  want  to  contriljute  to  the  districts  where  they  can  not  raise 
crops.  I  think  the  stock  companies,  the  larger  companies,  would  be  glad  to  work 
out  some  plan  of  general  crop  coverage  if  they  thought  they  could  do  it  with  any 
degree  of  safety  to  themselves.  Possibly  the  way  to  do  that  would  be  to  secure  the 
inromiation  from  the  county  agents  and  the  Department  of  Agriculture,  and  from 
that  they  could  make  proper  deductions.   It  seems  to  me  fike  a  hopeless  job,  though. 

The  CSoAntXAN.  To  go  beyond  hail? 

Mr.  Griffin.  Yes;  beycmd  anything,  because  you  have  got  the  human  equation 
Hiere.  Yon  have  m#  ne'er^o-'iraa  fanner  in  the  arid  districts,  and  countless 
other  things. 

The  Chairman.  You  do  not  mean  to  say  that  hail  is  the  simplest  element  to  insure 

against? 

Mr.  Griffin.  Yes;  it  is  in  one  way.  It  is  a  tangible  thing  to  insure  against,  be- 
cause you  can  measure  its  loss,  and  you  can  not  the  other,  the  poor  cropping  and  the 
droughts.  It  is  a  pretty  hard  thing  to  frame  up.  I  would  be  afraid  of  it.  I  lliink 
the  companies  generally^  want  to  work  out  soinething.  Hie  c(»ni)anies  are  mUioi;  to 
try  it  if  they  have  the  iig|it  data  to  work  from. 

The  Chaibman.  Of  course,  you  have  not  operated  in  lliefraitsectkiii  of  the  coantfyT 

Mr.  Griffin.  No;  we  do  not  write  fruit  at  all. 

The  Chairman.  And  hail  is  negligible  in  the  fruit  section,  does  not  amount  to  a  row 
of  beans.  The  losses  there  are  from  other  factors  that  are  important.  So,  take  it 
with  cotton,  hail  down  in  the  South  does  not  amount  to  a  fig.  There  are  other  things, 
like  animal  pests,  to  be  considered,  droughts,  and  excessive  moisture  and  floods  in 
many  places,  and  I  think  you  will  agree  in  those  instances  you  have  to  go  to  the  com- 
munity and  pick  out  its  particular  element  of  loss  and  attempt  to  gather  etatistlcB 
and  work  out  the  httsis  for  the  risk;  is  that  your  idea? 

Mr.  Griffin.  Yes,  sir;  I  think  iJie  lai^  companies  are  trying  that  in  a  way;  th^ 
are  working  out  a  plan  and  are  very  anxious  to  have  it  succeed,  but  I  say  there  is  no 
demand  for  crop  coverage  in  the  well-known  districts.  I  do  not  believe  the  companies 
could  sell  a  crop  policy  in  Iowa,  southern  Minnesota,  southern  Nebraska,  or  any  other 
settled  district.  They  could  not  sell  it  in  Illinois.  But  they  can  sell  it  in  western 
Kansas  and  western  Nebraska  and  the  high  line  in  Montana,  because  they  only  have 
a  crop  once  in  Ave  years — especially  in  Montana. 

The  CHAiMf  AN>  Of  course,  in  those  States  you  have  m^tidned  wheat  and  com  are 
their  particular  crops. 

Mr.  GnimK.  Wheat  is  the  large  crop. 

The  Chairman.  And  hail  is  the  particular  thing  that  causes  the  damage  in  the  field 
in  which  yo  u  operate.  I  can  see  your  viawpoint  about  where  you  are,  but  it  does  not 
apply  to  other  sections  of  the  country. 

Mr.  Griffin.  No;  I  did  not  mean  to  have  it  apply  except  to  the  Middle  West  States 
and  the  Plain  States. 

The  Chairman.  Do  you  think  if  the  law  should  be  enlarged  or  amplified^  or  direc- 
tion made  to  the  Secretary  of  Agriculture  to  coopeiate  in  tne  ooUemon  of  facts  and 
data  and  statisticSy  the  reports  to  be  availaUe  for  use  by  mutual  and  private  companies 
and  old-line  companifiBy  and  what  not»  ISktki  would  be  the  preper  procedure  to  toSkm 
in  the  matter? 

Mr.  Griffin.  Very  valuable,  indeed.  We  would  all  like  to  see  the  farmers  taken 
care  of  properly  and  protected  in  so  far  as  we  can  protect  them^  but  in  the  known 
districts  it  is  hard  to  sell  a  crop  policy. 

The  Chairman.  You  speak  aoout  the  irrigated  countries.  I  am  from  the  West 
and  have  had  a  little  to  do  with  that.  I  am  chairman  of  the  Reclamation  Committee 
of  the  Senate.  In  the  Intennountain  States  and  the  Fkdfic  Ooast  States,  the  arid 


portkHi  of  them,  there  is  a  great  aunilarity  in  the  character  of  the  soil  and  the  produc- 
tioii  per  acre  and  the  cost  per  acre  of  the  various  27  rrovernment  projects.  I  do  not 
think  it  would  be  difficult  to  fix  a  rate  after  a  study  of  years  on  alfalfa  or  sugar  beets 
which  are  among  the  larger  crops. 

Mr.  Griffin.  We  are  rather  in  the  dark  on  general  statistics  of  what  rate  we  would 
have  to  charge  to  make  it  a  going  (commercial  proposition.  We  are  rather  working  in 
the  dark,  because  the  policies  the  companiee  have  beea  writing  have       tm^  wry 

clearaofar.  ' 
The  Chairman.  On  what?  r  , 

Mr.  Greotn.  On  the  rate  to  charge  on  crop  pcdmes.  ^ 

The  Chairman.  That  is  true,  of  course. 

Mr.  Griffin.  The  companies  started  in,  of  course,  on  rather  an  experiment  and 
they  wiped  them  off  the  first  season.    There  is  a  tremendous  liability  there. 

The  C^HAiRMAN.  Yes.  Congress  twice  has  gone  to  the  aid  of  the  drought-stncken 
sections  of  Montana  and  North  Dakota,  but  that  is  a  restricted  sectioBu 

Mr.  Griffin.  Yes;  it  does  not  exist  in  other  portions  east  of  ^  Missifleippi. 

The  Chamman.  But  yeu  take  your  reclaiivied  lands  and  they  have  assured  crops; 
tbey  an  mt  comparable  to  ^  humid  cliBiate  regions;  they  get  the  water  they  want 
aiMlthey  g&t  ihe  imiimwmm^  aad  m^mi\46Q%^tQ,Ymy  fnmy  elemei^tp  of 
damage. 

Mr.  Griffin.  We  have  had  very  good  experienc  e  in  Washington  and  Oregon  and 
Wyoming  with  hail  in  irrigated  and  nonirrigated  districts  both. 

The  Chairman.  Is  there  something  further,  Mr.  Griffin,  which  you  want  to  ^ay? 

Mr.  Griffin.  I  do  not  know.  Any  questions  you  want  to  a*  I  will  be  gfm.tP 
answer  and  give  you  any  inloimatioii  I  can*  ' 

The  Chairman.  Well,  you  have  bee^hdpful.  , 

It  has  readied  the  adjournment  time  and  we  will  go  on  to-morrow  at  11  o  clock. 

{Vfiumwmy  at  4  o'clock  and  10  minutes  p.  in.«  the  cmmt^  adjQUrned  until 
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'    '  '  WEDNESDAY,  APRIL  26,  ld23. 

UVITBO  SknATS, 
Qbiact  QammawMK  on  Crop  Insurance, 

Washingtonf  D.  C. 

The  select  ooaunittee  met,  pursuant  to  adjournment,  at  U  o'clock  a.  m.  in  room 
324,  S«D»t»  Office  Building.  Senator  Charles  L.  McNary  piendhig. 
Bmmit:  8Ba«t9i»McNwy  (chainiuBi)  and  Keyes. 

The  Chairman.  Mr.  Bissell,  the  committee  is  very  anxious  to  hear  from  you  this 
momin?.  Your  company  and  you  personally  have  had  expenence  in  the  selling 
of  crop  insurance,  and  I  hope  you  will  proceed  and  tell  us  what  you  Oimk  the  com- 
mittee should  know  in  regard  to  this  subject.  We  are  anxious  to  be  ilifiinned  as 
completely  aa  possible  on  the  subject.  i 

MPATBlinrP  OF  MB.  &.  M.  BISSBLL,  PRESIDENT  OF  TfiE  HABTFOBP 

Vl  BnSBBU..  I  shall  be  very  glad,  Mr.  Chairman,  to  give  the  committee  now  or 
hereafter  any  information  I  have.    After  going  through  this  hearmg  and  seeing  the 
print  of  the  discussions,  perhaps  I  ran  send  some  prefjared  data  which  would  be 
more  useful  than  anything  I  can  say  to-day. 
The  Chairman.  Thank  you,  Mr.  BiaSeH.  ^     .„   ^ ^  ,„ 

Mr  Bissell.  Furthennoie,  %e  have  called  here  men  who  will  addreHS  you  to-day 
wbe  bl^ve  directed  communicationB  for  us  in  the  field,  and  we  also  have  one  man  who 
idMaUy  sold  a  good  deal  of  this  full  coverage  crop  insurance,  as  also  men  who  settled 
losses,  and  therefore  have  an  intimate,  down  to  the  ground  knowledge  of  (he  difficultws 

of  the  problems  involved.  ^   ,   •,  t  . 

With  your  permission,  I  should  like  to  say  a  few  words  on  the  hail  matter,  lietore 
doing  that  I  want  to  say  that  it  is  unsafe,  in  my  opinion,  to  apply  exactlytiie  same 
principles  to  hail  insurance  as  must  be  applied  to  this  laiger  problem,  becai^  tlw 
damage  done  by  hail  is  an  ascertainable,  measureable  damage  whidi  is  not  aSected 

by  the  personal ektoent.  .      .    ^.   ^        .      v.  i  *  a 

No  fctfmersowB  a  crop  with  the  expectation  of  subjecting  it  to  a  hailstorm,  and 
havinff  taken  out  hail  insurarice.  he  can  not  bring  about  a  hailstorm.   The  hail 
adjusters,  with  the  help  Uirgely,  I  may  say.  of  the  Department  of  Agriculture,  have 
become  so  expert  in  predicting  hail  damage  to  various  kinds  of  crops  that  it  is  very 
difficult  for  a  farmer  to  pretend  that  the  damage  from  a  rainstorm  or  a  windstorm, 
for  instance,  has  been  caused  by  hail.  ....        .  -i  •  ^ 

We  have  had  thousands  of  claims  where  there  was  httle,  if  any,  hail  in  connection 
with  the  storm,  perhaps  none  at  all;  but  the  farmer  would  allege  ttiat  on  his  farm 
there  was  haU  ttid  tk«i  «^ub  damage  to  hfa  crop  wflie  residt  of  had.  However, 
#0  l«6oMS  tA  me  Department  of  Agriculture  and  the  records  of  our  own  adjusters 
IM  fcn  <ii  figures  add  other  matters  which  enable  an  adjuster  to  detect  the  difference 
between  windstorm  damage  and  hailstorm  damage.  In  other  words,  the  niarks  of 
the  hail  are  discernible  to  an  expert.  So  we  have  there  a  ver>'  specific  problem  to 
deal  with,  and  it  can  be  dealt  with  in  a  much  more  liberal  and  uniform  way,  and  the 
laws  of  average  can  be  applied  to  it  in  a  ver>^  broad  way._  which  is  quite  different 
from  the  circumstances  which  surround  the  placing  of  crop  insurance. 
'  Now,  in  the  history  of  hail  insurance  the  l&eory  of  the  actual  loss  dependent  on  the 
actual  value  of  the  crop  was  tried  out  and  found  to  be  a  faflure.  In  the  first  place,  it 
ebould  be  borne  in  mind  that  hail  insurance  is  taken  out,  we  might  say,  generally,  1 
"will  not  say  in  a  hundred  per  cent  of  the  cases,  but  generally  on  the  crop  which 
jmm^Hi  be  a  fine  crop.  It  is  not  taken  out  until  tine  crop  is  well  a^ve  groi^^ 
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and  has  a  certain  "stand,"  as  we  say,  and  looks  to  be  a  good  crop.  The  ground  is 
well  covered  and  the  "  stand  "  is  uniform  mi  the  lamer  aeee  a  fine  crop  ahead*  That 
is  the  time  he  applies  for  hail  insurance. 

On  the  other  hand,  the  spring  may  be  very  dry,  as  happened  a  few  years  ago  in 
the  Southwest,  and  possibly  the  winter  wheat  has  not  come  up.  I  happened  to 
come  through  the  Arizona  and  Texas  districts  at  that  time  and  there  had  been  prac- 
tically no  snow  all  winter,  and  a  great  deal  of  the  winter  wheat  was  blown  out  of  the 
groiuMl.  The  ground  had  become  so  dry  that  the  heavy  wind  had  blown  the  entire 
8urboe  away  and  the  wheat  with  it.  The  consequence  was  that  in  the  absence  of 
nxkisture  the  winter  wheat  was  all  shriveled  up,  and,  while  it  had  been  beautiful 
ground  in  the  fall,  there  was  nothing  but  a  little  hay  in  the  si»ing.  No  faimer  would 
take  out  hail  insurance  on  that  kind  of  crop. 

Where  the  wheat  came  up  in  the  spring  in  good  style  the  farmer  was  pretty  well 
•  assured  that  he  had  a  good  crop  in  sight,  and  he  would  have  laughed  at  a  proposition 
to  take  hail  insurance  on  the  basis  of  what  it  had  cost  him  to  sow  that  crop  in  the  fall 
and  let  it  stand  through  the  winter.  He  would  have  said:  "  No;  my  crop  is  half  made 
BOW.  There  are  only  two  tilings  than  can  hurt  it  now^  and  those  are  drought  and  hail. " 
Theap^ote,  he  wants  to  be  insured,  and  it  inuBt  be  borne  in  mind  in  these  cases  that 
there  is  no  use  trying  to  deal  witili  a  farmer  on  the  basis  of  something  he  does  not  want. 
In  other  words,  we  must  have  a  contract  which  is  a  salable  contract.  A  contract 
limited  to  $5  or  $6  an  acre  for  hail  insurance  for  sale  to  a  farmer  in  March  or  April  or 
May  would  not  interest  him  at  all.  There  would  not  be  any  hail  insurance  business 
done  on  that  basis.  It  must  be  sold  to  the  fanners  who  have  a  good  ''stand-'  of  wheat 
or  corn  or  cotton  on  what  the  crop  looks  like  at  the  time  it  is  sold. 

If  it  is  a  poor  crop  the  fanner  does  not  want  to  insure.  That  is  the  reason  this 
w-called  valued  policy,  with  a  fractional  payment,  was  put  out,  and  it  is  conditioned 
in  all  cases  upon  examination  of  the  local  cases  by  the  underwriter  by  the  home  office 
having  in  mind  the  production  of  the  county  and  the  district,  the  experience  of  the 
country,  and  his  judgment  as  to  the  liability  of  the  particular  agent  who  solicits  the 
particular  farm.  If  he  is  thought  to  be  a  little  below  the  average  of  the  agents,  his 
assertion  that  the  man  is  entitled  to  $24  per  acre  will  be  discounted. 

If  we  have  had  an  unfortunate  hail  experience  year  after  year  in  a  particular  county, 
the  amount  of  insurance  will  be  reduced,  etc. 

I  fear  the  committee  yesterday  received  a  false  impression  as  regards  this  $24  an 
acve.  A  good  many  farmers  get  $24.  The  average  ^urm^  mXL  run  betwera  $12  and 
$15  in  a  district  where  the  $24  is  permissible.  Toil  'Can  not  treat  the  fanx^  abso- 
lutely on  the  average  basis,  because  he  is  not  an  avera^  man.  Taking  him  alto- 
gether, he  is  an  average,  but  when  you  deal  with  him  individually  heisnot  ^Obaverage. 
So  much  for  the  hail,  which  has  been  pretty  well  covered. 

Now.  in  regard  to  the  crop  insurance.  I  may  say  it  is  my  own  experience  that 
it  is  that  of  a  directing  l}usiness.  I  have  talked  with  very  few  farmers.  I  have  talked 
with  some  large  producers  but  very  few  individual  farmers. 

"With  the  exception  of  the  two  companieB  who  made  Qudi  disastrous  failures  along 
in  ldl9,  I  may  say  thi^  we  were  the  first  company  who  started  out  <m  a  laige  scale 
to  try  to  do  this  general  crop  insurance  business.  Our  ambition  was  and.i§  to  make  it 
possible  for  faxm^  to  ^et  practically  every  kind  of  insuraoce  that  th^  need*  We 
probably  have  gone  a  httle  further  in  that  direction  than  anyone  else. 

When  we  started  this  plan,  we  took  four  men  from  the  Department  of  Agriculture — 
the  four  best  men  we  could  get— and  we  also  hired  several  other  men  who  had  had 
experience  in  the  hail  business  and  in  insuring  farm  property.  We  also  hired  two 
or  three  men  from  the  State  departments  of  agriculture  and  from  agricultural  col- 
leges. Altogether,  I  should  say,  we  had  10  or  12  men  who  might  mirly  be  called 
experts  on  agricultiue  and  on  agricultural  statistics.  We  had>  <h  couisey  as  iklways, 
the  very  hearty  cooperation  of  everybody  in  the  pepflurtoient  of  A^[iicultuiis«  idl 
the  figtures  there  were  tluown  open  to  us,  and  we  aMMte^il.  or  lop  ^  WrtllW  tap 
Hian  more,  I  diould  say — complete  study  of  them. 

I  may  say  that  in  framing  a  policy  of  insurance  for  a  new  thing  of  this  sort  it  has 
always  been  my  experience  that  the  way  to  proceed  is  first  to  find  the  need  and  then 
to  fit  a  contract  to  it  as  nearly  as  possible  with  safety  to  our  own  investment.  We 
therefore,  in  considering  this  proposition,  were  guided  by  those  considerations,  and 
we  took  the  obvious  course  of  trying  to  insure  the  farmer  against  the  loss  of  his  invest- 
ment. We  advertised  that  proposition  quite  extensively  along  the  lines  of  the  sug- 
gestion of  the  chaiiman.  We  advertised  how  we  proposed,  if  possible,  to  stabilise 
the  farming  industry,  to  take  gambling  out  of  farming^  and  to  take  away  fxom  the 
farmer  the  risk  that  he  was  not  responsible  for.  We  dipped  into  it  rathfir  WbfUllil^ 
the  first  year.    In  that  year  we  assumed  a  liability  of  about  114,000,000. 

Senato  Kbxss.  What  year  was  that,  Mr.  Bissell? 
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Mr.  BisssLL.  That  was  1920.  That  was  the  year  of  the  great  price  fluctuations. 
We  assumed  a  liability  of  $14,000,000.  We  did  practically  nothing  in  what  might  be 
■called. the  Eastern  States,  east  of  Ohio  and  north  of  North  Carolina;  only  $125,000  of 
risk.  In  the  Southern  States  we  had  at  risk  a  little  over  $4,000,000.  In  the  Western 
States,  the  central  belt,  we  had  a  little  over  $4,000,000  at  risk,  and  upon  the  Pacific 
coast  we  had  about  $5,000,000  at  risk.  All  of  those  fields  gave  us  extremely  disaatreue 
results,  without  exception.  ^     ,         .  ,     *  • 

I  mi^t  say  that  our  average  rate,  which  neeeasaisly,  in  the  ngkt  of  no  experience, 
had  tooe  more  or  lees  gueeBWork,  althou^  our  rates  were  figured  with  very  great  care 
and  were  based  absolutely  on  the  statistics  of  the  Department  of  Agriculture,  backed 
up  hy  State  department  figures,  etc.,  was  about  6  per  cent.  The  premiums  we 
received  were  about  $800,000,  and  the  losses  we  paid  were  about  two  and  a  half  mil- 
lion dollars.  So  it  was  a  rather  expensive  experiment.  Personally  I  do  not  r^ret 
it-    It  was  probably  a  very  good  thing. 

I  may  say  that  we  issued  a  policy  which  was  based  upon  an  assumed  cost  of  pro- 
duction—so much  for  plowing,  so  much  for  harrowing,  so  much  for  seed,  so  much  for 
fertilizerf  so  much  for  Wd  rental,  etc.  * 

Tbi»  Chairman.  Did  ym  try  to  calei^te  tiie  Usm^n  actual  mvestments  as  a 

measure  of  the  losses?  i      ^  u 

Mr.  BisssLL.  We  did  try  to.  At  the  time  those  conditions  were  made  and  those 
policies  were  issued  labor,  fertilizer,  seed,  etc.,  were  at  the  peak  prices.  By  the  time 
those  policies  materialized  everything  had  changed.  The  price  had  dropped  50  per 
^ent  or  more  in  some  cases  and  a  great  deal  more  in  others.  The  production  was  largely 
in  excess  of  the  demand,  because  it  had  been  stimulated  on  behalf  of  the  Government 
to  tfi^e  care  of  our  idlies  in  the  war.  There  was,  therefore,  no  market  for  all  of  uie 
whidi  were  produced,  and  the  cost  of  producing  them  would  have  been  a  great 
4&SL  less  by  the  tune  the  loss  was  settled  than  it  was  at  the  time  the  policies  were 
-iAm  out,  and  wo  found  that  the  cost  of  producing  the  crops  as  insured  in  our  policies 
was,  in  a  great  many  cases,  more  than  the  crop  was  worth  when  it  was  finished.  We 
had  a  loss  on  almost  every  policy.  It  convinced  us  of  one  thing,  that  the  issuance  of 
a  policy  which  proposes  to  pay  back  to  the  farmer  the  total  cost  of  production  is  fal- 
lacious, and  that  nobody  can  imdertake  it  with  safety  and  without  the  risk  of  bank* 
ruptcy  to  the  strongest  companies  in  the  world. 

In  the  first  place,  we  found  that  ibiB  temer  does  not  know  what  the  cost  of  produc- 
Hsm  is,  and  there  is  no  way  of  accurately  &iding  out.  There  are  many  nien  in  this 
room  who  have  had  a  vast  amoimt  of  experience  with  farmers  other  than  in  coimec- 
itei  with  fire  inMEancd  on  the  farm  and  they  know  the  farmer  as  a  man  very  inti- 
mately. If  there  were  time  afforded,  I  would  call  on  each  of  these  individually  and 
ask  for  their  testimony  on  this  point,  which,  I  am  sure,  would  not  be  objected  to  by 
any  of  them  or  by  Mr.  Valgren;  that  if  you  should  take  10  farmers  in  any  county  and 
ask  them  what  it  costs  to  plow  40  acres  of  land  you  would  get  10  different  answers. 

The  same  thing  is  true  about  every  operation  of  fanning,  and  every  itwn  td  cosdof 
production,  with  the  exception  of  those  it^ns  involving  wb  actual  outlay  of  cash  for 
seed  or  fertiliw,  etc.  Smne  formers  plow  with  hired  labor  and  some  farmers  do  the 
work  themselves  with  the  help  of  th^  children.  Tfadr  estimates  of  coetof  productioii 
are  affected  by  conditi<Hi8  oi  that  sort. 

So  we  found  that  it  was  practically  impossible,  even  with  a  careful  aiid  thorough 
examination,  to  actually  measure  the  cost  of  production  of  a  crop,  especially  a  major 
crop.  Occasionally  we  find  very  large  operators  who,  in  addition  to  being  farmers, 
are  good  business  men  and  keep  books  in  such  a  way  that  their  coats  are  known,  but 
those  are  very  few  and  far  between. 

It  was.  therefore,  necessary  to  revise  our  plans  absolutely,  and  I  may  say  that  tiiw 
Tery  unfiovtonate  experirace  was  ificurred  m  connection  wiliL  wheat,  with  rye,  with 
oat^  with  eoUt,  and  with  cotton,  all  the  maj(»r  crops.  It  was  quite  evident  that  we 
could  not  go  on  with  that  basis.  Since  that  time,  so  far  as  the  major  crops  are  C9n- 
cemed — ^thatis,  in  the  last  two  years — we  have  been  studjang  the  situation  and  trying 
to  improve  our  contact  so  that  we  would  not  be  affected  in  event  pf  loss  by  fluctua- 
tions m  prices. 

I  may  say  that,  unfortunately,  one  of  the  things  that  the  average  farmer  wants  most 
out  of  his  crop  insurance  is  price  insurance.  To  a  large  extent,  he.  looks  i^n  crop 
insurance  as  price  insurance  and  he  is  very  much  intsfested  in  lliat.  ^raw  tins 
burinesB  is  incited  one  of  the  firat  tMngp  tnat  develops  is  that  the  farmer  wants  to 
knovrif  he  sows  a  crop  in  March  <k  April  or  May  that  the  price  will  not  be  below,  say, 
a  dollar,  a  dollar  and  a  quarter,  <a  a  ddlar  and  a  half,  whatever  the  crop  may  be  u 
Sepbemhex  whea  he  harvests  it. 


Our  propositio]!  in  1920.  therefore,  was  a  perfect  godsend  to  them,  because  in  that 
case  on  the  a\  erage  the  price  in  the  fall  was  less  than  the  cost  of  production  and  we 
paid  the  difference.  Of  course,  unless  we  are  going  to  have  a  subsidy  or  a  gambling 
contract,  tlie  price  feature  has  got  to  be  entirely  cut  out. 

The  Chairman.  The  losses  you  sustained  occurred  iu  the  year  of  deflation  in  agri- 
cultural products,  in  1920,  did  they  not? 

Mr.  BissBiiL.  Yes. 

The  (  HAmMAN.  You  say  they  found  it  vesry  p(K^1«^le,  JKd  t^^lf^Wmtalpei^yim- 

tage  of  their  insurance  contracts? 

Mr.  BissKLL.  No:  I  did  not  mean  ])rofitable  in  that  sense.  1  meant  that  they  found 
it  very  prolitable  indeed  to  have  a  contract  which  covered  them  to  the  full  extent 
of  the  cost  of  the  crop  which  they  had  put  in  at  the  peak  of  prices.  It  saved  them  an 
enormous  amount  over  and  above  the  damage  to  the  crop.  In  other  words,  we  paid 
the  losses  on  perfect  crops  because  we  had  insured  the  cost  of  production.  We  had 
insiured  the  fanner  under  our  fallacious  plan  that  he  was  guaranteed  a  return  ^^al  to 
his  investment.  That  seemed  a  foirly  good  basis  for  insuraace,  but  it  tamed  <0W  to 
be  absolutely  wrong. 

The  Chairman.  Then,  you  with  Mx*  VA^sren  tl^t  th^  is  %  proper  b^^  for 
the  insurance  contract? 

Mr.  BissELL.  1  tliink  it  is  one  of  the  factors  to  be  considered,  but  being  in  our  case 
one  of  the  governing  bases,  1  think  it  was  fallacious.  1  do  not  think  experience  will 
bear  it  out.  In  the  first  place,  the  price  of  the  crops  is  affected  by  so  many  things 
that  have  no  relation  whatever  to  the  costs  of  production.  As  a  matter  of  fact,  we  max 
say  that  the  price  ot  wheat  and  the  price  of  com  are  not  aSected  by  the  cost  of  produc* 
tion.  Thej^^  are  two  entirely  separate  matters.  The  price  of  wheat  is  affectO^ 
experience  in  South  America  and  India  and  in  Egypt  and  other  wheat-growing  natioM, 
including  Russia  when  it  is  in  the  market.  If  all  those  countries  which  raise  wheat 
have  bumper  crops,  the  fact  that  labor  costs  and  fertilizer  costs  were  high  in  j^m^dji;:^ 
has  nothing  to  do  with  the  price  that  our  farmer  is  going  to  get  for  his  wheat. 

The  Chairman.  I  think  a  portion  of  that  statement  is  true.  I  would  not  9g^^  y(i\h 
its  entirety.  You  must  adnut  that  over  ^  period  of  years  the  cost  of  produc^ln?  1^ 
f^m  the  apJe  price  to  the  farmer. 

Mr.  BissBLL.  I  think  Hiat  is  true. 

The  Ghaibman .  Else  the  farmers  would  all  go  into  banlpn^vtcy* 

Mr.  BissELL,  Yes'that  is  true- 

The  Chairman.  And  while  there  are  exceptional  years,  as  the  one  you  mentioned, 
1920.  when  the  cost  of  piodi)4^tio|i  «jc;ce«i.4^  th?  gale  pnce;  y^t  t^  excftptiQp  x^l^iv^ 
than  the  rule. 

Mr.  BissELL.  Yes:  but  you  are  talking  on  the  broad  average. 

The  Chairman.  But  we  have  to  meet  things  on  the  broad  average,  I  would  think. 

Mr.  BissELL.  I  shall  comment  on  that  4  little  later.  We,  therefore,  ^Ltrod^ce4  iu 
tl|b  contract  a  proposition  

The  Chairman.  Pardon  me.  I  would  like  to  have,  and  I  am  sine  Sei^^  H^ym 
would  also,  the  commodities  covered  in  your  1820  contract^* 

Mr-  BissELL.  Wheat,  corn,  oats,  rye,  barley,  and  cotton^ 

Senator  Keyes.  \Vhat  you  call  the  major  crops?      .    '  / 

Mr.  BissELL.  The  major  crops. 

Senator  Keyes.  Not  taking  tobacco,  for  instance? 

Mr.  BissELL.  I  think  in  that  year  we  insured  no  tobacco. 

The  Chathman.  Then,  Mr.  Bissell,  ^bat  causes  ^id  you  hftve  to  imm  tglWif^f 
the  exception  of  hail?     '  ^ 

Mr.  BissKLt.  Practically  everything.  1. 

The  Chaibhan.  Did  you  m^^^fs  f^vl  {enumerate  the  hazards? 

Mr.  Bissell.  I  thiiO^  «9se^^^^  Mx*  ^^t^Vmhrm^^ 

lS3^clude  wind?  1  ;  |, 

Mr.  Thompson.  We  did  at  first,  and  then  we  put  it  in. 

The  Chairman.  Have  you  a  copy  of  t^§  cpftti^ct?. 

Mr.  Bissell.  Of  that  old  contract? 

The  Chaibmak.  Yes. 

Mr*  Bxss£ix.  I  have  not  it  with  me,  but  I  WQi4d  b^  glad  to  eend  you  a  copy. 

We  tried  to  get  away  from  the  piice  feature  in  the  seccwl  year,  although  Poe- 
tically did  no  business  in  the  ^eooW  year,  by  putting  in  a  provision  w)iich  seei^cd  l^t 
first  very  unjust,  by  which  we  provided,  first,  that  there  should  be  no  recoverage  if 
the  cost  of  production  was  equaled  by  the  value  of  the  crop  raised;  secondly,  that  if 
a  crop  of  a  certain  quality  and  quantity  were  raised  there  sliould  be  no  recovery.  In 
other  words,  if  a  man's  average  production  was  15  bushels  per  acre,  and  we  based  our 
contract  on  10  bushels  per  acre,  if  he  raised  10  bushels  per  acre  he  got  no  recovery,  na 
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itetter  if  the  price  dropped  to  zero.  On  the  other  hand,  if  he  raised  only  5  bushel-^ 
p^  acre,  but  the  price  soared  to  a  point  whore  it  covered  hi?  cost  of  production,  we 
paid  him  nothing.  The  justification  for  that  is  this :  That  it  seemed  1 0  u?  t  he  only  way 
in  which  a  policy  could  be  framed  which  would  sell  at  a  price  that  the  farmer  could 
afford  to  pay. 

In  other  words,  if  we  are  going  to  take  into  account  tWs  jmce  feature,  eveii  par- 
tiallyj  we  should  have  to  add  so  much  to  the  premium  ftat  the  contract  wouldrt>e 
unaalaHe  in  everything  but  bad  diBfricfts.  We  wanted  to  work  this  thing  down,  to 
a  pd^iwh^  We  could  get  a  broad  sale  of  the  policy,  for  you  heard  enough  yesterday 
to  see  that  the  initial  demand  is  always  froni  the  arid  and  unfavoralile  districts  and 
in  the  good  districts  from  the  careless  and  ignorant  farmers.  In  other  words,  tlie  man 
who  has  always  been  a  faihu-e  wants  protection.  The  man  who  has  always  been  a 
success  does  not  care  about  it  imless  the  cost  is  almost  negligible.    He  will  not  pav  a 

good  price  for  It.  .     ,    .       .      .  *   i-     xu  * 

Since  that  time  we  have  been  practically  ignoring  the  big  crops,  feelingthat  we 
had  not  solved  the  problem,  that  we  had  not  the  information  or  the  machinery  or 
the  knowledge  to  warrant  us  in  assuming  the  risk  we  assumed  in  1920. 

We  have  been  gradually,  however,  building  up  an  experience  on  small  crops.  In 
1922,  for  instance,  or  liaVilitv,  while  not  large,  was  double  what  it  was  in  1921,  and 
it  1928  out  liability  will  be  mor3  than  dout  le  what  it  was  in  1922. 

Now  we  are  insuring  veg  "tables  and  tobacco  in  some  cases.  We  are  insiuing  celer\ 
and  oranges  and  apples  and  fruit  of  various  kinds.  We  are  insurino:  nursery  stock. 
We  ar  *  insuring  potatoes  to  quite  a  large  extent  in  selected  districts.  W  e  are  grad- 
\iallv  buildinJT  up  an  experience  and  trdng  to  get  h(tld  of  the  princij^fes  which  will 
enabl?  us  to  tackle  the  hU  <^rop3  a  little  lat  r.  ,  .  .     ^m.  * 

The  Chairman.  Bfr.  ^ell,  did  you  sell  many  contracts  having  the  provision  that 
you  mentioned  a  minute  ago  when  you  were  referring  to  your  1920  policy? 

Mr.  Bissell.  Do  you  mean  these  new  provifiiona  of  which  I  spoke? 

The  Chairman.  Yes.  ^    ,  , 

Bissell.  We  sold  quite  a  few  in  the  South;  in  fact,  we  made  those  changes 
before  that  disastrous  season  was  entirely  over.  We  sold  quite  a  few  policies  on  cotton. 

The  Chairman.  Do  your  present  contracts  conUin  that  same  provision? 

Mr.  Bissell.  They  do,  except  that  for  the  special  crops  we  have  to  provide  special 
policies.  We  do  not  issue  quite  the  same  contract  on  v^tablfes  for  a  latge  canmhg 
association  that  we  imxld  on  apples  in  Oregon.  It  is  such  a  different  protXAtion  that 
the  policies  have  to  be  remodeled  more  or  less  all  the  way  through. 

The  Chairman.  Did  you  decrease  the  chuge  of  tiiis  insiiwace  after  you  inserted 
those  two  jnrovisions  in  your  contract? 

Mt.  Bissell.  No;  I  should  say  we  did  not.  T  might  say  that  on  those  subsequent 
policies  that  we  issued  on  cotton  we  still  continue  to  lose  money. 

The  Chairman.  Do  you  care  to  answer  this  question:  In  the  years  1921  and  1922, 
did  the  company  make  a  profit  out  of  this  general  cotton-insiuance  contract? 

Mr.  Bissell.  The  figures  I  have  here  do  not  disclose  tliat  exactly,  but  there  is  a 
small  profit  firttt  oui-  transactions  in  these  mistellaneous  crops  for  the  two  years.  The 
hive  here  are  on  the  bads  of  paid  loBsefl,  and  there  are  two  large  claims  hanging 

'over. 

I  want  to  say  that  despite  our  very  unfavorable  experience  we  have  not  gu  en  up 
hope  by  any  means  that  some  form  of  crop  insurance  for  the  major  crops  can  l)e  de- 
vised, and  will  l^e  devised,  which  will  do  what  we  have  come  to  think  crop  insurance 
ought  to  do.  Possibly  we  had  too  much  an  idea  of  what  crop  insurance  ought  to 
and  ought  to  do  to  start  with.  My  own  ideas  have  undergone  a  great  deal  of  modifi- 
cation in  that  respect,  and  I  think  the  ideas  of  mofit  of  the  men  whose  articles  I  have 
reM  On  the  linbject  wid  who  have  had  no  practical  experience,  because  there  has  not 
b66n  Miy  for  a<^4>0dy  to  have  except  our  own,  pttfaaps,  will  have  to  be  modified. 
I  think  they  expect  too  much  from  crop  insurance. 

I  think  the  farmers  who  are  keenly  interested  in  it,  and  they  do  not  include  perhaps 
the  very  best  farmers,  are  expecting  too  much  from  it.  In  other  words,  I  have  come 
to  the  belief  that  it  has  got  to  be  down  to  a  basis  of  credit  or  calamity  insurance. 

We  can  not  insure  the  farmer  that  he  can  make  his  average  profit  everj^  year  any 
more  than  we  can  insure  any  man  of  similar  results  in!  ottsM  businees.  TbMt  is  to  say, 
it  can  not  be  done  without  Government  subsidy.  It  is  idle  to  say  that  we  can  not 
ia^  t&ftf IdM  of  ctffittract  if  somebody  can  be  found  to  provide  money  to  pay  the  losses ; 
Wilt  te  a  bttkinesB  pitoposition  and  for  the  good  of  the  country  as  a  whole,  I  believe  that 
tltt  toly  form  of  crop  insurance  for  large  crops  will  be  limited  to  what  we  might  call 
the  avoidance  of  oalamity  to  the  farmer  and  protection  of  his  credit,  and  we  are  shap- 
ing our  investment  and  aims  to  provide  that  kind  of  a  contract. 

The  CHAmBiAN.  Detail  that  a  little  more  for  the  record.   It  is  very  interesting. 
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Mr.  BissELL.  Well,  this  matter  works  out  in  the  light  of  experience  somewhat 
away  from  theoretical  lines,  as  I  have  known  these  things  to  do.  We  have  demon- 
strated to  our  own  satisfaction  that  we  can  not  afford  to  grant  price  insurance,  and  we 
can  not  aSord  to  issue  a  contract  based  solply  on  what  the  farmer  is  going  tp  get  in  money 
at  the  end  of  the  year. 

We  have  alse  leuned  from  our  dealii^  with  the  individual  daimant  and^nnflm 
that  we  must  be  very  careful  to  not  put  out  a  contract  which  will  cause  the  &nner 
to  slacken  his  e£f<»t8  to  produce  the  best  possible  crop  his  land  is  oi^ttble  <4  piodac* 
ing.  That  is  a  very  important  matter,  indeed.  In  other  words,  our-  contract  must 
be  drawn  so  that  our  interests  and  the  interests  of  the  farmer  are  common.  He  must 
be  under  the  compulsion  of  his  own  interest  throughout  the  season  to  do  his  very  best 
with  that  crop.  He  must  not  be  in  a  position  to  say,  "Well,  let  the  insurance  com- 
pany worry;  I  am  protected,  anyway,  and  why  not  go  to  the  circus  to-day?  " 

In  the  fleoond  {dace,  we  must  not  do  anything  to  make  farming  so  certainly  profit- 
able as  to  faring  about  ovmiroductlon.  That  was  one  <rf  the  great  troubles  of  the 
unavoidable  situation  d:  1920.  The  Government  was  under  compulsion  to  stimukite 
pfoduction  to  an  abnormal  extent,  because  when  the  production  was  stimulated 
was  the  time  when  we  thought  our  allies  wanted  it,  and  most  of  us  thoi^ht  also  that 
even  if  the  war  was  over  when  that  crop  was  sown  the  Allies  would  buy  the  crop 
anyway,  but  we  overlooked  j;he  fact  that  they  did  not  have  anything  with  whicn 
to  buy. 

So  we  must  guard  aeainet  overproduction  and  slack  farming;  in  fact,  we  must 
try  to  cooperate  with  the  farmers  to  faring  about  better  farming  if  possible.  And 
we  must  not  l|ave  a  gambling  contract  whidi  is  dependent  upon  price  situations. 

Then  it  remains  to  be  seen  what  is  the  least  the  farmer  can  get  by  with  in  the 
way  of  insurance  and  what  is  the.utmclBt  that  the  invesbm,  like  our  rt»d^oldeni, 
can  afford  to  risk  with  the  farmer. 

This  is  my  personal  judgment,  based  upon  as  much  experience  ae  anybody  has, 
and  it  is  necessarily  fallible  and  may  be  changed  by  further  experience;  but  my 
experience  to  date  leads  me  to  believe  that  we  have  to  take  both  the  cost  of  pro- 
duction and  the  probable  price,  an  unfortunate  element  to  have  to  take  into  con- 
sndemtion,  although  I  believe  it  must  be  done,  in  limiting  the  amount  of  insurance 
-which  we  can  grant  to  a  fiaimer;  and  I  thiok  we  have  got  to  grant  on  these  major 
crops  insurance  not  much  more  than  a  good  banker,  perhaps,  would  loan  a  highly 
reputable  farmer  with  whom  he  was  well  acquainted  and  with  whose  habits  and 
methods  of  agriculture  and  average  results  he  was  familiar. 

I  would  suggest  some  such  basis  as  the  following:  We  must  take  the  average  pro- 
duction of  that  farmer,  if  we  can  find  it,  and  that  is  a  very  difficult  problem,  starting 
with  the  average  county  production,  and  from  that  going  to  the  average  production 
of  the  individual  applicant.  We  must  discount  that  very  largely.  Then  we  must 
take  tile  very  best  available  data  that  we  can  get  as  to  the  average  price  and  the 
present  prospects  and  discoimt  them  very  largely. 

With  those  two  factors  in  mind  we  can  arrive  at  a  figure  which  is  safe  to  insure 
that  man,  which  must  alwajrs  be  a  figure  which  in  the  event  of  total  loss  d  his  crop 
will  involve  a  loss  to  him.  In  other  words,  I  do  not  believe  that  tiie  crop  insurance 
can  ever  be  carried  out  suocessfully  for  the  countrv  on  any  basis  which  win  guarantee 
any  farmer  absolutely  against  the  possibility  of  a  loss.  He  mus{  share  the  loss  or  the 
whole  thing  will  fall  to  the  ground  and  result  in  a  tax  upon  the  coimtry  genemlly, 
which  would  be  unbearable.  I  believe,  further,  that  any  system  of  crop  insurance 
which  guarantees  the  individuid  farmer  ag^dnst  a  possible  loss  would  be  a  very  bad 
thing  for  agriculture  generally  and  for  the  country  generally. 

The  Ghaibxan.  Mx.  Bissell,  in  those  statements  you  have  made  you  have  taken 
into  consideration  the  strength  of  the  soil  and  the  moral  risk  of  the  individual.  Do  you 
go  further  and  take  into  comodaiiktion  tho  various  fiictop  of  the  el^iiieiita  that  cause 
destruction  of  the  crop? 

Mr.  Bissell.  Absolutely  so.  In  other  words,  if  I  understand  your  question,  the 
amount  of  insurance  which  could  safely  be  granted,  in  my  opinion,  would  be  much 
less  in  a  country  subject  to  drought  than  in  a  countrjr  which  is  ordinarily  well  watered. 

I  would  be  willing  to  raise  the  limit  in  Iowa,  for  instance,  a  good  deEj  more  than  I 
would  in  MontaDa.  Does  that  answer  your  question? 

The  Chaxbhan.  That  answers  it. 

Mr.  BissELL.  That  is  one  factor,  but  the  others  would  be  answered  in  th0iMi9  way. 
The  Chairman.  Some  one  has  sug^sted  that  the  yield  for  a  period  of  years  peiliapi 
would  be  a  sufficient  guaranty  against  other  damages  like  moisturQy  woe&in  Ot 

deficient,  or  frost,  hail,  pests,  and  things  of  that  kind. 

Mr.  Bissell.  If  you  will  bear  with  me  a  moment,  the  difficulty  with  that  theory 
is  that  a  man  in  making  that  sort  of  a  statement  thinks  of  ^e  yield  as  SQiQ^ttdng  whicn 
i0lcB0im.  Kow,  Ihe  average  yield  is  not  known. 
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I  venture  to  say  that  no  one  who  has  spent  much  time  studying  farming  statistics 
on  the  ground  with  farmers — I  do  not  mean  a  man  in  the  Department  of  Agriculture 
who  receives  stiitistics  from  a  lot  of  people  and  assembles  them,  for  his  figures  are  a 
correct  average  of  what  he  has  received— but  get  down  to  the  m&a  who  collect  those 
figures  in  the  field,  and  I  venture  to  say  you  will  not  fiind  more  tiian  a  very  small 
fraction  of  them  who  will  assume  to  be  able  to  state  the  average  production  on  any 
form  for  a  period  of  10  years.  What  is  more,  there  is  not  one  farmer — and  I  make 
this  statement  advisedly — that  knows  what  his  smrengB  {HEoductioa  haa  bem  lof  lA 
years  in  these  major  crop  districts. 

The  farmer  knows  one  thing;  he  knows  at  the  end  of  the  year  whether  he  has  more 
money  than  he  had  when  he  started,  and  the  careful  farmer  msually  has  if  he  is  in  a 
decent  district,  and  the  careless  &nBer  usually  has  not;  but  one  of  the  great  troubles 
with  the  forming  industry  is  lhat  it  haa  not  yet  been  bzai^lit  down  to  an  actual  bud- 
nesB  basis  as  have  other  forms  of  production^  ajui  until  that  has  been  done  and  until 
you  are  able  to  go  to  the  lannv,  as  you  can  m  some  of  the  specialized  farming  indus- 
tries, you  will  not  get  accurate  information.  Take  tiie  himly  specialized  industry 
of  tobacco  in  Connecticut  Valley.  A  great  many  of  those  larmers  can  tell  you  to  a 
pound  the  amount  of  tobacco  they  have  raised  for  10  years.  But  you  go  to  a  farmer 
m  North  Dakota  and  ask  him  how  many  bushels  per  acre  he  has  raised  for  10  years; 
ask  10  farmers  in  the  same  county  that  question;  and  the  different  answers  you  will 
get  will  be  perfectly  nonplusing.  You  do  not  know  what  to  do.  You  find  yourself 
without  a  basis  for  going  ahead. 

So  you  have  to  teke  your  Govttnment  or  State  or  county  production.  Hkea  you 
have  to  check  that  up  to  guard  against  possible  errors.  Then  you  have  to  cross- 
examine  your  farmer.  You  have  to  find  out  b;y  outside  invest^tion,  first,  whether 
he  is  better  or  poorer  than  the  average  farmer  in  his  county,  ^en  you  have  to  get 
from  him  what  he  says  about  his  average  production.  You  have  to  discount  that 
very  liberally.  There  is  one  of  the  elements  on  which  your  contract  with  hitn  haa 
to  be  based. 

That  brings  up  the  second  difficulty  in  this  business  that  we  found  very  eariy.  Jn 
Ihe  South  fuoney  in  connection  with  our  operations  in  cotton  for  1921,  wnen  we  had 
•  begun  to  learn  our  lesson,  but  before  we  knew  how  badly  off  we  were,  which  we  did 
not  know  until  along  in  November  and  December  or  even  until  the  next  year,  we 

had  already  made  up  our  minds  that  the  business  was  being  conducted  in  a  very 
unsatisfactory  way,  and  we  had  planned  in  this  one  company  in  the  southern  field 
alone  to  create  a  field  of  somewhere  between  five  hundred  and  a  thousand  inspectors. 
I  do  not  mean  to  say  that  we  were  going  to  hire  those  men  for  a  year,  but  we  were  going 
to  make  arrangements  with  selected  farmers  and  other  people  to  give  us  a  certain 
number  of  days  in  the  spring  and  mid-summer  and  f^  to  inspect  evety  farm  on  which 
we  had  insurancej  and  we  made  up  our  minds  that  this  crop  insurance  was  going  to 
be  a  very  e^q^enave  pcopomtum  to  operate,  but  we  could  not  see  any  otiber  way  to 
'  work  it  out. 

The  Chairman.  Mr.  BisselL  do  you  doubt  the  aecqiicgr  of  the  atatiatica  ^^Mw^i^g 
farm  production  per  acre  per  farm  per  county? 

Mr.  Bissell.  If  you  take  the  Government  statistics  for  the  country  as  a  whole  they 
are  quite  remarkably  acciuate,  and  I  do  not  want  to  say  a  word  to  reflect  on  the 
Department  of  Agriculture,  because  I  think  their  work  mente  the  best  praise,  but  they 
do  not  pretend  to  have  the  county  averages  except  in  comparatively  few  counties 
to-day.  Some  of  the  Statos  have  county  averages.  Of  course,  the  more  people  we 
can  get  to  make  county  averages  the  more  nearly  we  shall  get  to  accuxacy.  If  we  have 
10  men  estimate  the  crop  of  the  county,  add  tneir  estimates  together  and  divide  by 
10  we  will  get  something  nearer  accurate  than  that  furnished  by  one  ertiaator. 

Furthermore,  no  accxu^te  record  of  the  acreage  is  possible  with  the  present  machin- 
ery. A  farmer  will  tell  you  that  he  has  40  acres  of  wheat.  He  has  been  all  his  life 
considering  one  field  as  a  40-acre  piece,  as  he  calls  it.  He  has  not  measured  that 
field.  He  perhaps  has  a  road  through  the  middle  of  it.  There  is  perhaps  half  an 
aereof  swale  in  it  and  he  has  not  plowed  to  the  edge  of  it.  There  is  an  error,  therefore, 
m  the  acreage  of  every  field  whidi  is  a  v«ry  vital  factcnr  in  the  average  production. 
U  a  field  that  he  says  contains  40  acres  ocmtaitts  only  36,  your  average  productton 
is  seriously  out  of  joint.  And  that  is  the  thing  you  are  bMing  your  contract  on. 

I  think  the  Government  figures  on  a  veiyDroad  average  are  very  good,  and  on 
State  averages  they  are  quite  reliable.  They  do  not  pretend  to  fumioii  on  widtt 
scale  county  averages,  which  is  the  least  thing  we  can  work  with. 

Furthermore,  we  have  such  violent  fluctuations  that  I  am  afraid  we  have  got  to 
have  county  averages  for  at  least  10  years  if  we  are  going  to  have  any  real  average 
fttt  a  bftria  rate.  In  our  hail  experience  I  have  seen  in  wide  districts  of  many  States 
ctop  fuluiea  lor  Aree  yean  in  saccesaion.  Take  the  State  of  Montana.  TJ^ey  had 
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crop  failure  for  three  years  In  succession.  It  is  very  doubtful  in  such  extreme  cases 
as  Montana  or  Wyoming  whether  10  years  is  sufficient.  It  is  pOBBlblQ  lor  Ip^.that 
five  years  mi^ht  do,  but  10  years  would  be  certainly  safer. 

The  Chairman.  That  State  has  been  referred  to  several  times.  As  members  of 
the  Agricultural  Committee.  Senator  Keyes  and  I  are  familiar  with  conditions  there. 
But  I  do  not  think  that  ought  to  be  used  as  a  basis  of  comparison,  because  we  all 
kiiow  that  a  portion  of  Montana  will  never  produce  abundant  crops  until  they  irri- 
gAte. 

Mr.  B188ELL.  Of  course,  there  is  where  your  most  insistent  demand  for  crop  insur- 
ance will  come  from.   Take  such  an  average  State  as  Kansas,  which  has  all  kinds  fo 
climate  in  it.   It  is  possible  that  we  might  get  by  with  a  State  average  in  Kansas  for 
five  years,  but  I  am  certain  th»t  a  cwnty  ay^rage, would  be  cman 
live  vears  of  tal^ulation. 

Then,  if  we  might  assume  that  the  statistics  were  absolutely  reliable  and  accurate, 
we  would  run  up  against  a  great  difficulty,  which  would  he  the  application  of  the 
average  to  the  individual  farmer.  In  some  of  the  plains  States  they  have  perhaps 
a  third  of  tbe  State  where  conditions  are  almost  identical,  but  in  almost  every  State 
and  in  idmost  every  county  of  every  State  there  are  pretty  wide  variations  in  the 
desirability  of  the  different  farms.  Needless  to  say,  there  are  very  wide  differences 
in  the  personal  equation,  but  almost  every  county  has  its  meadows  and  its  hillsides 
and  its  ridges  and  its  well  watered  portions  and  its  portions  not  so  well  watered,  and 
your  average  county  experience  therefore  gives  you  only  one  of  the  factors  which 
are  necessary  in  determining  the  rate  tor  the  individual  farm.  That  must  be  done  by 
investigation  of  indi\ndual  results,  which  is  a  difficult  problem. 

I  mention  these  various  difficulties  simplv  in  order  that  the  committee  may  under- 
staoid  ^hy  after  our  bitter  experience  we  oelieve  this  matter  must  be  begun  in  an 
extremely  conservative  way  on  these  major  crops. 

'Ihiste  is  another  thing  which  complicates  tie  problem  and  which  is  a  very  praeticfil, 
matter,  indeed,  and  that  is  when  this  crop  insurance  is  going  to  be  sold  to  the  farmer. 
That  applies  in  a  way  to  hail  also.  In  some  of  the  States  which  have  set  up  State 
funds  they  have  made  it  compulsory.  They  had  to  take  it  out,  and  in  that  way  they 
were  sure  of  their  spread.  But,  ordinarily,  in  hail  insurant^e  the  man's  business  is 
solicited  when  the  excellence  of  the  crop  seems  to  be  assured. 

When  shall  we  insure  a  farmer  against  all  hazards?  Shall  it  be  before  he  has  sown 
the  seed,  or  after  he  has  a  good  stand,  or  when?  In  our  experimental  way  we  would 
not  insure  a  single  ctop  unUl  it  h^  been  sown  and  was  above  ground  and  in  a  healthy 
condition  as  far  as  inspection  would  show.  That  was  well  enough  for  experiment, 
but  the  difficulty  of  that  plan  was  that  if  the  man  had  a  pretty  good  looking  crop  he 
did  not  want  to  insure  it  because  he  thought  it  was  all  right  aayway.  If  the  man  had 
a  ver\'  poor  looking  crop  which  just  barely  stuck  its  nose  above  ground,  he  was  very 
keen  to  have  insurance  and  we  were  verj'  keen  not  to  give  it  to  him. 

The  Chairman.  I  thought  you  said,  earlier  in  your  statement,  wh^  you  were 
discussing  the  hail  insurance  that  if  a  man  had  agood  crop  he  was  anxious  to  ta]^e  out 
insurance  ajiud  if  he  had  a  poor  crop  he  was  not. 

Mr.  BissEix.  That  is  true  with  respect  to  hail. 

The  Chairuan.  That  is  a  contradictory  situation. 

Mr.  BissELL.  It  is  a  rather  contradictory  situation.  I  might  say  that  the  man  with 
a  poor  crop  who  wants  to  take  out  crop  insurance  is,  of  course,  disingenuous.  He 
thinks  he  has  made  a  failure  already  and  would  like  to  recouj)  himself.  That  is  what 
1  had  reference  to.  On  the  other  hand,  the  man  who  has  a  good  crop  and  wants  to 
take  out  hail  insurance  sees  the  value  there  and  he  wants  that  value  maintained 
until  the  end  of  the  season.  He  has  gotten  to  the  point  where  he  will  take  his  chances 
on  rust  and  thii^  of  that  sort,  but  he  wants  to  insure  against  hail. 

We  sell  hail  insurance  in  the  haU  belt.  It  is  true  if  we  sell  our  crop  insurance  in 
the  spring,  after  the  crop  is  sown  and  it  appears  above  ground,  if  it  has  been  a  ver>' 
fttvorable  spring,  the  demand  for  crop  insurance  will  be  relatively  light.  We  finally 
came  to  the  con(  lusion  that  probably  we  would  have  to  sell  our  crop  insurance  in  the 
fall  on  these  large  crops  for  the  next  year  when  nei^er  the  farmer  nor  ourselves  knew 
what  the  conditions  would  be. 

In  that  way  we  would  have  to  itOi0 1  chance  with  the  famer  against  the  particular 
coinditidxui  erf  the  {>articular  year  in  which  the  crop  was  going  to  be  raised;  whereas,  if 
ife  Hsit  until  the  spring  that  very  important  part  of  the  crop  hazard,  namely,  the 
period  of  sowing  and  germinating  is  a  known  fact.  I  am  inclined  to  believe  that  when 
itB  get  around  to  a  satisfactory  solution  of  this  maiot  crop  insurance  the  insurance  will 
httve  to  be  sold  in  the  fall,  or  at  a  time  when  cpl^dil;^^  aie  ^pff^  to  n^ijl^r  party  t/f^ 
thtcoatt^  *^     ,  ,     .  ....  i'. MM,-:'  -'aA  -.."ui  n 
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We  found  that  in  the  good  States,  like  Iowa,  it  wae  pmctically  impossible  to  sell 
dfoip  insurance  at  any  figure;  they  were  not  interested  in  it,  which  means  only,  of 
course,  that  we  have  got  to  get  a  form  of  crop  insurance  for  those  States  which  will  sell 
for  such  a  dieap  price  that  a  farmer  will  not  b^  fri^tened  by  it. 

Tbe  Chauuian.  Well,  that  is  a  great  com  8ti^/]K&»  StMBdUi,  and  there  are  not  many 
hazardous  elements  in  nature  that  afEect  com. 

Mr.  BiRSELL.  No.    I  chose  Iowa  as  an  example  because  it  is  an  outstanding, example. 

The  Chairman.  It  is  hardly  an  example  for  general  crop  insurance. 

Mr.  BissELL.  Perhaps  it  is  not  bec  ause  I  do  not  believe  you  can  sell  it  there.  As  a 
gen  ral  result  we  have  in  our  office  come  to  the  conclusion  that  this  crop  insurance 
must  be  sold  chiefly  on  a  credit  ba^,  the  basis  that  anybody  would  give  that  farmer 
credit  for,  such  as  would  justify  a  banker  givii^  him  that  credit,  and  that  will  be 
speaking  from  the  p<nnt  <rf  view  of  tihe  corporation^  just  trjdng  to  do  this  thiK^bo&aB 
a  i^fie-service  and  as  a  means,  p^haps,  of  making  some  mon^out  olit*  'nut  jvill 
be  the  line  upon  which  we  shall  try  to  work  this  problem  out. 

It  is  probably  too  big  a  problem  for  any  one  company  to  work  out.  My  thought  has 
been  running  along  the  line  of  a  syndicate  of  companies,  possibly  8  or  10  in  number, 
that  would  undertake,  in  an  experimental  way  and  in  possibly  limited  liabilities,  we 
might  say  from  sixty  to  seventy-five  million  dollars  for  the  first  year,  or  possibly  a 
hundred  ipillion  dollars  for  the  first  year,  over  a  widely  scattered  territory,  to  work 
out^Hiftt  kind^  proposition. 

The  Okairican.  Mr.  Bissell,  could  not  the  Govar&mMit  be  helpful  in  tiiat  matter? 

Mr.  BissELL.  The  Gavemment  can  be  helpful  iik  aeenring  mmh  moie  comf^ele 
information  then  we  now  have* 

The  Chairman.  Do  you  think  that  is  the  first  step  that  should  be  taken;  that  is, 
a  direction  from  Congress  to  some  agency  to  make  a  study  of  facts  and  data  upon  which 
the  rates  or  risks  might  be  based? 

Mr.  BissELL.  I  do,  indeed,  and  1  think  it  should  be  done  in  cooperation  with 
several  instrumentalities  which  exist  in  the  several  States. 

The  Chairicak.  I  would  Uke  to  have  your  iden  on  that.  ' 

Mr.  BissELL.  A  great         el  the  Steiw  have  ^oyte  departments  of  aoicidlue. 

And  probably  the  couni^  who  are  State  ofliiciale  and  not  Govemmmt 

officials,  are  in  a  better  position  to  secure  reliable  information  about  crop  production 
than  anybody  else,  especially  in  those  Stetee  which  hftve  fi^fi^fid  lawa  direicting  the 
county  assessors  to  undertake  that  work. 

Then,  there  are  the  State  agricultiu^l  colleges  which  are  doing  an  enormous  amount 
of  valuable  work  along  this  line  and  whose  results  should  combined  witli  the 
reeults  obtained  by  the  Gov^niaent. 

My  thought  would  be  that  H»  G&vmment  ihould  nake  il«  mm  invegtiytwp; 
that  it  should  take  the  results  of  every  invoakigatim  made  by  i>uUic  or  yppult  iibIni 
mentalities  in  the  Spates  and  endeavor  to  aveni^  the  whole  thing. 

The  Chairman.  That  has  been  my  thought  since  T  first  began  consideration  of  the 
subject  last  spring.  Now,  do  you  think  of  any  other  agencies?  It  occurred  to  me 
that  perhaps  the  commercial  clubs  in  various  commimities  might  be  helpful,  or  the 
farm  organizations. 

Mr.  BissjBLL.  It  is  possible  that  some  of  the  granges  and  other  farm  organizations 
muhthelp.  They  have  not,  sbfaras  I  know.  Thexe  are  some  men  in  the  loom  w|k> 
probably  know  mem  about  that  than  I  do,  but  I  doubt  i|  they  have  st  due  praseat  time 

any  reliable  machinery  for  seciuring  statistics* 

The  Chairman,  But  you  think  these  various  instrumentalities  should  cooperate 
and  that  tlxere  should  be  a  compilation  of  the  data  made  which  would  be  uqotU  to 
these  organizations  tliat  want  to  carry  on  this  line  of  insurance? 

Mr.  BissELT..  Yes;  1  do  not  see  what  else  the  Government  could  do.  The  only 
otlier  thing  the  Government  could  do  would  be  to  subsidize  the  farmers. 

The  Chairman.  Well,  we  have  just  turned  down  a  ^p  subddy  biU,  and  I  do  not 
think  we  will  start  on  uus. 

Take  the  wheat  crof  in  the  eastern  part  of  Kansas  where  they  have  anfficient  moistufe 
and  let  us  have  your  idea  about  a  reasonable  rate. 

Mr.  BissELL.  We  can  assume  in  eastern  Kansas  land  is  worth  $150  an  acre,  and  that 
the  average  crop  is  about  18  bushels  an  acre.  We  would  have  probably  an  outlay 
on  that  crop  of  somewhere  in  the  neighborhood  of  $10.  Seventeen  dollars  and  fifty 
cents  would  be  a  rough  estimate  of  the  total  cost  of  the  crop.  Now,  the  price  of  wheat 
there  has  run  in  the  last  six  months  to  the  farmer  from  90  cents  to  $1.20.  At  $1.10  it 
would  brii^  him  $19.80,  whi<^  meane  only  a  balance  of  ^.30  an  acre  net  prc^t.  I 
should  sav  that  fxom  the  way  we  are  looking  at  this  thing  now  I  doubt  very  much  il 
we  diould  wnntvta  give  hiiQ.  tp*  exceed,  st      iMitnie  ^itm^  HA  an  acve  unifaai^ 
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and  I  should  ])refer  to  hold  it  lower;  I  should  prefer  to  hold  it  down  to  about  $7.50. 
an  acre.  When  I  say  **the  outside  figure/'  that  would  mean  where  inspection  would 
show  his  farm  to  be  rather  above  the  average.  '  •  ^ 

The  Chairman.  What  would  be  the  rate  to  be  charged  for  the  risk? 

Mr.  BiBSBLL.  I  have  not  that  in  mind  at  all.  Of  oourse,  our  own  experience  is 
probably  of  no  use  to  us  because  our  losses  have  been  so  enoimous  owing  to  extraneous 
causes,  you  might  say,  that  we  have  not  any  very  reliable  data.  In  that  section  of 
Kansas,  from  the  best  investigation  we  could  make,  the  average  rate  ought  to  be  about 
5  cents.  Now,  it  might  be  that  in  going  over  those  figures  we  might  change  our  ideas 
on  that  projx)sition. 

The  Chairman.  Then,  the  insurance  premiimi  would  be  around  $45  to  $50  per  acre? 
Mr.  BissELL.  Yes;  something  of  that  sort.  '  ♦   i     ■  <- 

The  Chairman.  Do  you  insure  fruit  out  on  the  &r  Pacific  coast? 
Mr^  BissELL.  We  are  b^inning  to.  We  have  two  or  threie  anttracts  w^'&(  nego- 
tiation at  this  moment. 
The  Chairman.  You  have  not  made  them? 
Mr.  BissELL.  At  least  one  we  have  made. 
The  Chairman.  Would  you  mind  telling  us  the  terms? 
Mr.  BissELL.  Will  you  state  the  terms,  Mr.  Thompson? 

Mr.  S.  M.  Thompson.  This  is  in  relation  to  an  aesodation  which  buys  and  con- 
tracts for  fruit  and  advances  money  to  the  grower.  •  ■ 
The  Chairman.  A  coopmative  ot]^;anisati(m? 
Mr.  Thompson.  No;  it  is  not;  it  is  a  private  or^anu^ation. 
The  Chairman.  What  is  the  name  of  the  oiganxzation? 
Mr.  Thompson.  The  Associated  Fruit  Co. 
The  Chaikman.  Where  is  it  located,  in  Washington? 

Mr.  Thompson.  No;  their  headquarters  are  in  Chicago.  But  we  were  merely 
under  negotiation  at  that  time  and  that  contract  was  never  entirely  closed. 

Mr.  BissELL.  Is  there  not  one  that  we  have  closed?  ' . 

Mr.  Thompson.  Not  that  I  know  of.  '  • 

Mr.  BxssBix.  I  was  told  last  night  that  one  of  these  had  been  dosed.  We  have 
two  or  three  under  negKytiation/  Ifoy  I  Itt^e  three  of  tout  mtge  Uumtes,  Mr. 
CShairman?  t 

The  OMxamm*  Yw;  lake  the  time  you  want.  Come  back  to-morrow,  if  you 
desire. 

Mr.  BissELL.  There  was  one  thing  I  overlooked.  The  most  immediate  feasible  pro- 
posals for  crop  insurance  are  of  the  nature  that  Mr.  Thompson  has  just  spoken  of, 
where  we  can  deal  either  with  a  cooperative  association  or  with  a  fertilizer  or  a  large 
commission  consignment  firm  or  selling  agency  which  handles  Ibe  crops  of  a  great 
many  in<^vidufljs.  Tbeite  are  average  igwes  m  some  use  to  us.  There  w;e  can  tiJk 
average  rates  and  be  on  a  mxm  or  less  firm  ground .  When  we  talk  with  th%  individual 
the  average  rate  means  little  or  nothing,  because  his  farm  or  orchard  is  not  like  any 
other  in  the  district.  But  when  we  can  talk  with  a  hundred  farmers,  or,  perhaps, 
two  or  three  thousand,  then  we  are  talking  average.  Furthermore,  we  deal  with  those 
people  on  the  basis  of  their  whole  production,  and  the  individual  farmer,  except  by 
some  arrangement  with  the  dealer,  or  with  the  man  we  negotiate  with,  is  not  pro- 
tected by  us.  We  protect  this  cooperative  association  against  a  loss  in  excess  of  what 
we  must  expect  every  year  over  its  entire  field  of  opertttit^. 

The  Chairman.  Tou  deal  with  the  organi2ati<m  and  they  in  turn  deal  with  the 
members? 

Mr.  BissiOiii.  Yes. 

The  Chairman.  Those  cooperative  organizations  are  highly  developed  and  numer- 
ous in  numbers  along  the  Pacific  coast,  espedaliy  in  the  fruit  and  v^table  lines? 

Mr.  BissELL.  Yes;  very. 

The  Chairman.  I  think  they  are  spreading  throughout  the  South  and  many  are 
found  in  the  New  England  States,  but  they  are  fewer  in  numbers  in  the  wh^eat-growing 
State.   I  can  see  the  advantage  of  dealing  with  those  oreanizations. 

Mr.  BissELii.  We  can  make  a  mudi  lower  rate  by  that  means.  We  can  grant  a 
larger  portion  of  insurance  and  we  cm  maike  a  lower  rate  because  we  get  the  spread. 
We  get  the  good  and  the  bad;  we  get  everybody  in  the  association,'  and  as  a  matter 
id  fact,  thus  far  I  think  it  is  fair  to  say  that,  with  some  very  conerpicuous  exceptions, 
on  the  whole  the  class  of  farmers  which  go  into  those  associations  constitute  the  better 
class  of  farmers.  I  speak  of  this  with  a  good  deal  of  authority  in  a  way  because  we 
have  just  closed  a  deal  with  the  Connecticut  Valley  Tobacco  Association,  a  new 
organization  of  this  kind  which  I  think  goes  into  your  State,  Senator  Keyes. 

Senator  Keyes.  The  very  southern  part  of  the  State  raises  some  tobacco,  yes. 
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Mr.  BissEUi.  l!here  we  deal  with  the  whole  tobacco  association.  We  can  not  at 
g^esent  insure  them  against  the  broad  crop  covering,  but  we  are  insuring  them  against 

As  an  exwnple  otwh^t  can  be  done,  the  hail  in  the  Connecticut  Valley  with  respect 
to  tobacco,  which  is  a  specialized  kind  of  tobacco,  being  a  wrapper  tobacco  used  on 

the  outside  of  cigars  and  required  to  be  perfect,  makes  a  big  difference  in  the  value  of 
the  leaf.  It  is  therefoFe  about  as  susceptible  as  anything  in  the  world  to  hail  damage, 
and  the  experience  on  it  has  been  pretty  bad.  Our  company  has  been  the  leading 
compan}^  in  that,  and,  in  fact,  for  the  last  two  years  we  have  been  the  only  company 
who  nas  insured  it.  We  have  done  it  in  cooperation  with  the  farmers  and  the  bankers, 
and  last  year  we  found  it  necessary  to  put  our  rate  up  to  16  per  cent.  We  had  a  meet* 
ing  in  our  oMc^  of  the  principal  farmers  to  talk  to  m&a.  about  it,  and  they  all  agreed 
that  that  %are  was  necessary,  but  what  it  really  meant  was  that  only  farmers  who 
wwe  more  or  less  regularly  inflicted  with  hail  required  such  a  rate. 

This  year  we  have  a  contract  with  the  association  to  insure  not  less  than  80  per  cent 
of  their  growers  from  Connecticut  to  Kentucky.  Nobody  knows  what  we  are  going 
to  get  from  the  spread  because  there  are  absolutely  no  statistics  from  the  damage  to 
these  people  who  never  insured.  They  say,  We  are  immune/^  Of  course,  they  are 
ndt.  *  jSsal  sweeps  off  to  one  side  and  damages  somebody  who  has  not  had  hail  for  five 
years.  But  th^  feel  ^t  they  are  in  the  more  favwable  ptiot  of  the  valley. 

We  have  made  the  same  bold  assumption  that  if  they  all  come  in  we  can  affcHxl  to 
cut  that  rate  in  two.  The  district  is  not  large  and  very  frequently  the  hailstorms  go 
from  one  end  of  it  to  the  other.  It  is  not  as  though  we  had  the  whole  wide  expanse  of 
Nebraska  or  North  Dakota  or  Kansas  to  deal  with.  We  have  a  small  valley.  But  we 
have  done  that  on  the  basis  of  not  less  than  89  per  cent  of  all  their  growers  coming  in. 

Furthermore,  we  are  going  to  separate  our  losses  with  the  association  and  they  are 
going  to  pay  us  the  premium.    We  have  cut  the  expense  down  to  a  nominal  figure. 

Senator  Ketes.  Sir.  Bissell,  yoiu*  experience  in  crop  insiuance  that  you  are  carry- 


enable  us  to  draw  any  very  conclusive  theories  from  it,  but  it  is  growing  every  yeset, 
and  the  longer  we  do  it  and  the  more  of  it.^e  do  the  more  we  wUi  be  waiianted  in 

drawing  conclusions. 

The  Chairman.  Would  vou  be  Avilling  to  have  placed  in  the  rec6rd  a  statement  of 
the  contract  you  have  made  with  the  cooperative  organization  out  in  the  West? 

Mr.  Bisseui.  Yes;  at  least.  I  would  be  very  willing,  indeed,  for  the  conunittee  to 
have  it.  In  these  spedalizea  matters  we,  of  course,  are  in  a  competitive  busmess. 

The  ChairmaI^.  I  do  not  ask  for  terms  or  rates,  w  anything  of  that  sort,  but  the  gen- 
eral plan  of  how  you  deal  with  the  cooperative  organizations,  what  you  are  covering, 
and  the  risks  taken  and  the  causes  of  the  damages.  You  would  not  caie  anytfaiiig 
about  that,  would  you? 

Mr.  Bissell.  No;  I  would  be  glad  to  put  that  in  the  record.  In  almost  every  one 
of  these  cooperative  organizations  the  cost  varies.  The  man  in  Florida,  for  instance, 
is  particularly  interested  in  frost.  He  knows  that  if  he  does  not  have  frost  his  crop  is 
pretty  well  assured.  He  knows  if  he  gets  more  than  frost  covering  he  has  to  pay  more 
than  the  frdi^t  is  worth. 

The  Chairman.  Mr.  Bissell,  are  you  familiar  with  the  terms  of  an  insuittnce  contract 
you  have  covering  a  thousand  acres  of  potatoes  in  the  South? 

Mr.  BmsiUiL,  No;  but  Mr.  Thompson  is»  Did  you  draw  that  contract,  Mr.  Thorap- 
son? 

Mr.  Thompson.  Yes. 

Mr.  Bissell.  Well,  that  information  is  here,  Mr.  Chairman. 

The  Chairman.  We  would  be  delighted  to  have  you  make  any  further  observations, 
Mr.  iBissell,  that  you  have  in  mind. 

Mr.  Bissell.  I  do  not  think  there  is  anything  further.  I  hope  I  made  it  clear  at  the 
outset  that  as  a  business  proposition  we  udnk  of  crop  insurance  and  hail  insurance  as 
two  entirely  different  things.  The  ideal  crop  policy  ought  to  include  hail  and  damage, 
no  doubt;  but  in  considering  it  from  the  insurance  point  of  view  we  have  always  con- 
sidered hail  insurance  as  a  specific  measxuing  thing  and  not  subject  to  the  same  coHf 
sideration  as  we  would  give  to  a  general  crop  policy. 

The  Chairman.  Will  you  be  here  the  rest  of  the  day? 

Mr.  Bissell.  I  shall  mive  to  leave  at  4  o'clock,  Mr.  Chairman. 

The  Chairman.  The  committee  is  obliged  to  you,  Mr.  Bissell,  for  your  statements. 
Bissell.  I  shotdd  be  glad,  either  by  correspondence  or  later  on  when  the  com- 
mittee is  deliberating  these  afEaifB,  if  ihe  discussion  d  anything  would  be  of  aorvice, 
to  cMie  down  and  meet  the  committee. 
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The  Chairman.  Thank  vou.  We  shall  have  to  report  to  Congress,  according  to 
the  resolution.  I  think,  early  next  session,  and  I  think  we  would  be  glad  to  have  Mr. 
Bissell  and  other  students  of  the  problem  and  farm  organizations  sit  in  with  ub  and  ti»  ' 
Department  of  Agriculture  and  worlc  oUt  ]^6«ldbly  some  legislatl^  that  wotiM  aanplify 
th^  wwk  now  being  done  by  the  department.  Senafor  SiArth,  the  DemociMic  member 
frttd  South  C«olina,  was  unfortunate  enough  not  to  be  able  to  be  present  yester- 
day or  to-day.  He  -mil,  perhaps,  be  here  this  evening.  Of  course,  he  will  have  the 
advants^  of  the  record  and  will  read  it.  At  that  time  I  think  we  will  take  advan* 
tage  of  your  offer  and  have  you  join  us. 

^fr.  U18SEI.L.  All  right,  sir;  I  shall  be  glad  to  do  anything  I  can. 

The  Chairman-.  Whom  do  vou  suggest  to  follow  you  now,  Mr.  Bissell? 

Mr.  Bissell.  :\lr.  Thompson.  Mr.  Thompson  was  formwly  CGaaectecl  vtiA  the 
Department  of  A^culture,  and  we  hi»d  hito  from  Ikem  wfcen  We  wwe  Mak^  our 
imM^minary  investigation.  He  is  now  in  disrge  with  what  crop  busineflB  we  00  in 
the  Southern  States  and  whit  hail  induiance  and  what  rain  insuraikce  we  hafve  d«me 
down  th^. 

STATKMENT  OF  MR.  S.  M,  THOMPSON,  OF  THE  HARTFORD  JJB|p 
&  OUA&ANTY  INSITB^JftCS  CO.,  MA»TWQ^f  QONK. 

The  Chairman.  How  long  were  yon  with  the  Department  of  Agriculture,  Mr. 

Thompson?  »  a     j  w 

Mr.  Thompson.  Six  years.  I  was  with  the  office  of  Farm  Management  and  l*arin 

Economics  for  three  years  and  Crop  Estimates  for  three  year?. 
The  Chaibman.  AD  under  the  head  of  Agricultural  Econonacs  now? 
Mr.  Thompson.  Yes.  • 
The  Ohahwan.  How  long  have  you  been  with  the  insurance  company 
Mr;l^oM?8QN.  This  wiU  be.  the  fourth  year.  I  vent  with  t^^  on  Apjrii,;^  throe. ^ 

vears  ago. 

'  The  C«4JMiAN-  Particularly,  y/bilA  is  your  line  of  work  with  the  insurance  com- 

^^^^ Thompson.  Well,  it  has  been  an  attempt  to  develop  this  crop  insurance.  We 
have  studied  it  in  every  way  possibte,  both  iftfoi^h  experience  and  in  using  all  the 
theory  we  could  get  by  utilizing  the  D^MWrtment  of  Agriculture  figures  and  other 
figures.  I  had  access  to  all  department  records  and  knusw  whereto 
I  had  helped  work  them  up  in  some  cases.  ,        -.u     *  ai7 

I  was  on  cost-production  studv  for  three  years,  mostly  m  the  Northwest.  We 
always  found  that  the  average  which  we  secured,  although  the  average  might  be 
fairlv  correct  in  usincr  this  as  a  basis  of  insurance,  it  was  altogether  inadequate, 
because  it  did  not  take  into  consideration  the  departure  from  the  averse  which 
made  up  the  ^reneral  average.  That  is  a  very  vitaTfiEurtot  ui  d^e(rntini3^  both  you? 
rate  and  your  loss.  That  haia  been  our  greatest  problem. 

I  have  set  down  just  a  few  notes  this  morning  that  will  cover  the  major  dimcultiea 
we  have  been  up  against  and  the  deductions  whi«h  we  have  m4»  fm  pait  «pe- 
nence  * 

1.  The  demand  for  general  crop  insurance  is  in  areas  subject  to  violent  seasonal 
fluctuation,  both  in  yield  and  market  price.  These  seasonal  fluctuations  are  normal 
and  expected  in  the  drv  or  semiarid  regions,  and  the  business  of  faraung  is  built  up 
on  the  assumption  that  there  will  always  be  years  of  crop  failure,  m  some  sectumd 

two  or  three  vears  out  of  five.  '    '  .  u-u-i- 

To  attempt  to  insure  im  estment  eadi  year  in  these  areas  would  require  a  proniDit 
tive  rate  and  is  out  of  the  question.  Insuring  in  such  districts  on  average  return. fqr 
five  years  might  be  feasible  if  the  moral  hazard  could  be  eliminated. 

2.  'The  personal  equation  enters  strongly  into  general  crop  insurance,  i^pt  piUy  iiom 
the  moral  standpoint  but  from  the  standpoint  of  ability  as  well. 

Crop  average?  or  other  Government  data  which  we  liave  available  do  not  take 
into  consideration  the  violent  fluctuations  which  make  up  this  average;  m  other  words,  , 
Uie  numl^er  of  individual  crop  failures  or  near  crop  failures  in  anv  community  or  county 
due  to  the  personal  element  has  been  measured  and  is  extremely  difficult  to  arrive  at 
Experience  haa  proved  that  fluctuations  between  various  individuals  is  so  great 
in  the  same  area  tiiat  in  c^der  to  protect  the  individual  farmer  at  a  reason^le  rate 
the  amount  of  insurance  must  be  held  at  su<*  a  point  tihttt  it  |aaki  to  imtereat  m  good 
CTower. 

4.  General  crop  insurance,  therefore,  unless  compulsory  will  always  result  in  the 
selection  of  the  worst  risV,  and  since  average  yields  are  made  up  of  high  and  low  yields 
it  is  the  departure  from  the  average  which  determines  the  loss  ratio.    In  other  words,_ 
Uie  average  of  an  eastern  county  might  be  20  bushels  of  wheat  and  the  average  of  a 
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western  county  20  bushels.  If  they  were  both  insured  tor  $10  per  acre  at  a  premium 
coat  of  5  per  cent,  or  50  cents  p^  acre,  the  loss  ratio  migjit  easily  be  50  per  cent  itai  Ihe 
eastern  county  and  500  per  cent  in  the  western  eomtf  t  aad  lfee  average  yield  far  eadi 
eom^  remam  80  Inukdi*  SeaMud  md  miMit^  tudttsttwi  fdo  Ibis  wUtiout 

The  Chaibhan.  What  do  you  mean  by  '*campulsory  insurance  "? 

Mr.  Thompson.  Take  an  wsocifltion,  for  instance;  they  mierht  tell  all  the  members 
that  they  had  to  contribute  and  they  would  take  that  out  of  the  sellins:  charges. 

The  Chairman.  You  are  speaking  of  cooperative  oi^ganizations  and  groups  of  farmers 
now? 

Mr.  Thompson.  Yes. 

5.  All  jM-esent  a^  ailable  data  lite  altogether  inadequate  to  detmmne,  th»efore, 
any  basis^of  meanuin^  the  personal  equatkm  whidi  is  the  most  innxnrtant  lactor.of 
•lA  to  consiAer  iwhen  ainiving  at  a  enfe  basifi  to  insure  the  individual  &nner. 

6*  )R%e8i  titexaotive  of  buying  crop  inmiMmce  is  one  to  obtain  credit  only  and 
when  the  amount  of  insurance  is  held  to  the  actual  cash  outlay  or  cash  advance  to 
!  the  grower,  crop  insurance  outside  of  the  semiarid  regions  might  prove  feasible.    W  e 
say  ''might,"  because  without  careful  underwriting  regarding  the  character  or  ability 
of  the  individual  it  could  not  even  then  prove  feasible, 

7.  Crop  insurance  is  a  much  more  feasible  proposition  when  it  is  removed  from  the 
individual  basis.  In  other  words,  where  ttie  agency  underwriting  the  bufiineas  can 
secure  the  advantage  or  beonfit^  an  aven^  boA<oC  good  and  bad  individuals  and 
be  lesponsible  only  to  a  central  esganisation  iike  a  cooperative  association,  crop  pol- 
icies may  be  issued  with  some  chance  of  Bucoees.  In  such  a  case,  however,  th<e  indi- 
viAiMii  is  not  protected  other  than  to  the  extent  that  the  community  is  protected 

^  against  general  crop  ^ilure  ori&ioaiaiBity,  since  all  csrops  of  this  association  are  averaged 
under  one  policy. 

8.  When  a  specific  crop  hazard  is  insured  against,  it  must  be  one  from  which  the 
average  is  clearly  apparent.  Hail,  and  in  scHne  cases  frost  and  tovnado,  csn  be  det»* 
iniBBdithjflriiB^.  '  fllH»Bii}6r  crap  hazitds,  hovieiKir^^stteh  as  drought,  excess  moisture, 
insects,  >attd  disease,  cauinotliie  accuiately  measured,  nwcan^they  be  eepantted  from 
losses  icaused  by  nec^ect.  To  cover  losses  from  siMdi  causes,  therefore,  will  always 
lequire  that  so  snudl  an  amount  of  insurance  be  allowed  that  any  chance  of  willful 
neglect  will  be  eliminated,  or  better  yet,  that  the  individual  himself-be  not  insured 
ibut  only  the  community  as  a  whole  working  through  an  association. 

That  is  just  a  sort  of  a  summary  of  the  experience.  * 
The  Chairhaj^.  How  would  vou  classify  the  principal  crop  losses?  Have  you  ever 
nuKdeaistudy  af(titttBQb}ect,  1^^  ' 
'  ilfe.^V!Boi«RMrw  Tt  wi  i<mI  Aemadiaitogetherupmi  the  class  of  the  crop.  With  fruit 
1  the  nnjer  orop  losses  mre  ifwam  vest.  The  setena  would  be  from  bad  weather  during 
pollination  season.  In  the  case  of  cotton  the  major  crop  loss  is  from  the  boll  weevil. 
In  the  case  of  vegetables  the  principal  crop  loss  is  caused,  as  in  tlie  ca^^e  of  )>otatoes 
pwrticularly,  by  fxmgus  diseases,  in  some  cases  frost,  depending  on  the  locality.  In 
the  case  of  tobacco,  fike  wrapper  tobacco,  the  big  hazard  is  hail.  With  general  crops 
like  wheat  and  com  I  should  say  that  the  great  hazard  is  unfavorable  weather,  ^ther 
cdd,  too  much  rain,  or  drought.  ^IUbfln  ttdn^  debennine  pretty  largely  Ae  extmt 

of  w6crap. 

The  Chairman.  And  hot  winds? 

Mr.  ateowsoN.  And  hot  winds:  yes.  It  depends  very  much  on  the  class  of  the 
«sop,  and  we  try  to  take  that  into  consideration,  of  course.  In  the  irrigated  regions 
they  are  practically  certain  of  making  a  crop  unleK?  some  specific  thing  intervenes, 
like  frost,  and  they  are  also  sure  of  regulating  the  water  supply. 

The  Chairman.  Has  your  company  entered  the  int<;rmountain  States  with  any  of 
these  ocmtnwAs? 

Mr.  Thompsok.  Not  to  any  extent. 

Wbe  CteASMttMi  Yw4wm  JSiotiwtttece  on  aifalia  or  «ugar  beets  or  anything  of 

that  kind?  " 
Mr.  Thompson.  No. 

The  Chairman.  Some  time  ago  Mr.  Denny,  of  Denny  Co.,  Ohicago,  wrote  me  about 
an  insurance  contmct  on  a  thousand  acres  of  potatoes  this  year  gTO\^'n  in  the  Soutlu 
1  will  read  a  paragraph  of  that  letter  and  you  may  be  able  to  dilate  upon  it. 

^'In  reference  to  the  insurance  on  the  1,000  acres  of  potatoes,  to  which  we  refer  in 
V  our  previous  letter,  the  advance  we  made  to  growers  is  approximately  <$50  per  acre, 
>^v»indi»oomt8'lB8d,  tMilizer,  spray  mslerial  fiHsiiahed^  ana  other  incidentals,  aadior 
J  tiiMs:«liiianceB  we  secRMd  a  puicy  fromtiie  Hartfofd  Fire  &  Guamnty  Co.  that  these 
crops  would  sell  for  an  amount  sufficient  to  cover.    The  additimial  cost  of  producing 
efep,  ibB  laboTHHi^JiMiiofilaDAs^^  In  othw  «roida,>had 
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there  been  a  total  destruction  of  Ite  fcfop,  the  grower  woidd  have  been  out  his  labor 
and  the  use  of  his  land.  The  insurance  covers  everythiia^exc^  &aud.  *  If  the  grower 
defrauded  us,  the  company  was  not  liable. " 

Now,  do  you  carry  much  insurance  of  that  kind,  whicli  seems  to  have  been  given 
not  to  the  grower,  but  to  those  who  advanced  to  the  grower  certain  moneys  to  cover 
the  cost  of  cultivation,  including  fertilizer,  etc.  ? 

Mr  Thompson.  Yes;  that  is  practically  the  kind  of  insurance  we  carry  now  in  the 
South,  either  with  reliable  people  like  Benny  h  Go.^  wha  aie  ^ery  fdiable^or'ivttli 
asBodations,  coopmtive  aaBodationSy  who,  of  coune.  are  made  up  of  the  ffitmen 
thraoBetTea.  They  take  earo  of  thehr  own  inrannoe  it  the  total  doee  come  not  up  to 
what  we  insure  for. 

As  a  specific  example,  w©  have  a  little  association  at  Bullitfield,  Ga.,  composed  of 
truck  growers  which  we  insured.  They  are  trying  to  diversify  and  get  around  thifl 
one  crop  fanning  business  down  there.  They  are  growing  a  little  cotton,  wheat,  and 
com,  and  watermelons,  quite  a  big  crop  of  watermelons,  which  are  speculative  in  the 
extreme.  They  had  to  raise  $15,000  to  pay  for  the  fertilizer  and  variotis  other  cash 
advances  for  these  growers.  To  get  credit  it  was  nieeen^  to  aecmre  it  and  we  isstted 
a  policy  for  iJus  $15,000  which  they  had  to  bonmr.  WBiaT&^eoYered  against  loss  if 
all  the  crops  under  this  contract  at  the  end  of  the  season  are  valued  at  $15,000. 
I  may  say  we  do  not  coneider  that  the  market  hazard  enters  in  there  because  the 
amounts  of  insurance  are  so  low  that  there  is  only  protecticm  against  crop  failure. 
That  is  all  they  wanted,  in  addition  to  calamity  insurance. 

The  Chairman.  Does  your  company  send  men  out  among  the  farmers  in  an  effort 
to  sell  this  insurance  like  the  life  insiu-ance  companies  do? 

Mr.  Thompson.  No;  we  do  not.  We  have  a  few  si>ecialized  crop  men  who  oni&ese 
policies  alwajrs  go  there  wh^  an  application  oooies  in  and'  Iook  tiie  ^tattdm  «^ 
and  arrive  at  it  with  tiie  parties  interested. 

TheOKAmcAN.  Dow  tihe  iqpfiieaM  ham 
of  the  company? 

Mr.  Thompson.  Yes;  it  has  to  be  forwarded  to  Atlanta  before  the  policy  is  issued, 
but  iif  it  is  approved  by  our  field  men  we  practically  always  issue  the  policy. 

The  Chairman.  Then,  you  are  not  making  any  effort  to  extend  your  business? 

Mr.  Thompson.  No  determined  effort.  It  extends  itself  enough  by  just  looking 
after  what  comes  for  it.  ,        • ,  ^ 

The  CHAiaifAN.  Have  you  found  inBomBce  on  coltoii  prafiftWMa  from  we  ooiJa- 
pany's  standpoint? 

l^oaopBOH.  jNo;  not  to  date.  Insurance  on  cotton,  as  a  xnatter  of  fact,  we 
do  not  write  any  more  except  in  a  vwswwnall  way  where  it  enters  in  with  the  water- 
melons and  all  other  crops.  The  cotton  losses  would  not  be  adjusted  separately. 
As  far  as  insuring  cotton  itself  is  conberned,  we  do  not  insure  it  because  it  is  too 
hazardous  under  present  conditions.   We  could  not  possibly  afford  to  do  it.  i 

The  Chairman.  What  do  you  find  the  most  reliable  product  that  can  be  covered? 
What  product  is  freer,  you  might  say,  from  the  natural  hasanb  of  the  elements? 

Mr.  Thompson.  Well,  I  dumld  say  that  grain  in  the  East  liid  SouUi  is  piobaUy 
about  Urn  surest  crop  you  could  imagine,  com  and  wheat;  but  they  do  not  icare  for 
insorance  on  fliese  things^  You  eotM  wt^m^diqr  on  ram  or  wl^ 

in  our  territory  unless  you  go  away  out  in  Texas. 

The  Chairman.  Could  you  sell  it  in  Maryland? 

Mr.  Thompson.  No;  you  could  not  sell  it  in  Maryland ;  that  is,  to  give  a  reasonable 
amount  of  insurance.  Of  course,  crops  where  there  is  a  lot  of  money  tied^  up  want 
and  desire  insurance.  It  is  usually  not  the  farmer  who  is  so  much  worried  about 
what  is  going  to  happen;  it  is  the  man  who  loans  money  to  farmer  who  ia  wor- 
ried. The  farmer  is  a  m«m  who  is  used  to  taking  his  chaneeb.  You  could  mot  do 
much  by  going  out  and  trying  to  sell  the  indiidaual  farmer  crop  insurance,  was 
the  credit  organizations  which  demand  it,  .  r_  -        \  ; 

The  CHAiRBtANii  Does  your  company  make  an^  tdlflsi^aee}  batmen  the  tenant 
and  the  landlord  in  regard  to  selling  insurance?  . 

Mr.  Thompson.  Yes  and  no.  If  the  tenant  is  of  good  character  and  we  are  satisfied 
that  it  is  a  good  risk,  we  do  not  care  whether  he  is  a  tenant  or  an  owner;  but  as  a  gen- 
eral rule  in  the  South  a  tenant  farmer  as  such  is  not  so  reliable.  Of  couisOi.tiie  ooo- 
dition  down  there  is  largely  such  that  the  landowner  is  probably  a  fairly  well4o-do 
man  who  has  a  lot  of  little  patches  ismed  out  to  Negro  tenants,  and  it  is  the  whde 
on  which  he  depends.  We  would  not  desi  with  a  onall  individual  tenant,  because 
we  could  not  keep  track  of  it.  It  is  too  much  expense.  But  where  we  can  get  a 
large  average  and  take  advantage  of  the  average,  where  we  do  not  have  to  tiiink  aoout 
the  fluctuation  all  the  time,  we  believe  we  are  working  something  out. 

Tha  £^BA»i^N«.  Poas  that  condude  your  statement,  Mr.  Thompson?  , 
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Mr.  TflKMWVSoK.  I  think  100. 

The  Chairman.  We  aire  obliged  to  you.  We  will  take  a  ijefoefls  now  to  meet  again 
at  2  30 

{Therenpoii,  at  12.d0  o'dock  p.  m.,  ^max^i(ltm         VQoeaB  lu^  2«ao  P^el^ek 

^FTiBUtOON  SMfitON. 

The  committee  leaaEraibled  pursuant  to  the  taking  of  the  noon  recess  at  2»30  o'clock 
p.  m. 

The  Chairman.  The  committee  will  be  in  order. 
We  will  now  hear  Mr.  James  B.  Cullison. 

ssATaMBri  OF  KB.  jiJOM  B*  ismosMim^  JB. 

The  C^:airhan.  Give  yoiur  fuU  jvune  to  tiMi  sepettar^  wall  yoo,  and  yoiv  addim 
iand  occupation? 

Mr.  CuLLisoN.  My  name  is  Jamies  B.  Culliaon,  jr.;  home  office  address,  209  West 
Jackson  Boulevard,  Chicago,  111. 

I  have  been  engaged  in  the  hail  business  since  1913.  At  present,  and  for  the  three 
years  last  past,  I  have  been  mana£;er  of  the  haU  department  for  tli^  Insurance  Com- 
pany of  Philadelphia;  the  Aetna  msurance  Co.,  of  Hartford;  Uie  Springfidd  Site  & 
itttine  Insurance  Co.,  of  Springfield,  Maas. ;  and  the  Natiinil  Becvri^  fiwrttoro 
Oo.,  of  Nebfaduk 

Cfur  department  offiee  is  at  Chicago,  the  same  address  as  mine,  and  we  maintain 
branch  offices  at  some  seven  or  eight  points  in  the  United  States.   We  are  now  oper-' 
ating  our  hail  department,  in  20  States  ixi  the  United  States  and  three  Provinces  in 
Canada. 

The  Chairman.  In  what  States  do  you  operate? 

3ir.  CuLusoN.  The  Mississippi  Valley  States.   I  can  name  them  if  yon  wish. 
The  CHAmHAN*  tNo;  that  is  all  rig^t. 

Mr.  ChoiJiisdK.  I.  am  dirw^eci  hy^  my  company  officen  to  atate  that  we  lira  very 
much  interested  in^  GBop  insuranc^and  it  ia  our  desire  to  cooperate  with  the  committee 
and  yife.  iig^  Qmwmmt  wi.f«i?CTy  matiwr  powihte  towipd  aefaMg^  thia:  gneition  if 
we  can. 

I  greatly  appreciate  the  opportunity  to  have  heard  the  remarks  made  here  in  this 
investigation,  and  I  do  not  thmk  I  can  add  any  to  the  information  given.  The  others 
have  practically  covered  the  subject. 

I  feel  this  way,  that  if  there  are  any  questions  you  would  like  to  ask  I  would  be 
ircffv  glad  to  answer  them  if  I  can.  ,  . 

late  €WAiRM.^y .  Mx.  BiomU,  do  you  widi  to^k  any  questions? 

Jifo.  BissBUi.  You  have  been  d0U«.awM  invistigatioa  in  at  leartsona  of  tiiose  oom* 
panies  on  this  matter  of  general  Cfop  coverage,  have  you  not? 

Mr.  CuxLisoN.  For  at  least  seven  years  I  have  been  gathering  all  of  the  published 
documents  of  the  Weather  Bureau,  Agricultural  Department,  especially  the  Bureau 
of  Crop  Statistics,  and  of  the  different  States,  with  the  idea  in  mind  of  eventually 
using  that  information  in  determining,  if  possible,  if  it  is  feasible  to  write  crop 
insurance.  -        .  '  , 

For  the  present  time  and  for  two  years  past  we  have  some  four  iW^ve  m^  who  hATe 
been  tounn^  tite  United  States  nipplamenting  this  infianmatMn,  and  we  are  just  at 
r^Ma  time  about  ready  to  tabulate  tiMt  infoimation  and  try  to  nMyze  it,  if  possible, 
at  least  A  few  States.  In  fact,  we  hairt  made  ift  yrelMniMHry  auray  ia  the  State  of 
Kansas  and  tabulated  a  few  counties. 

We  now  write  frost  insiu*ance  on  citrus  crops  in  Florida  and  California.  We  expect 
to  continue  jthii  investigation  and,,.if  possible,  take  on  other  lines  if  we  believe  it  can 
be  made. 

The  Chairman.  Have  you  made  comparisons  between  the  data  collected  by  you 
and      reports  from  the  Departra^t  of  Agiicnltufe? 
Ifir.  OoubiBOirb  Yes,  siTi  ^  . 

The  OHAnXAN.  Discuss  that  subject,  will  you? 

Mr.  CuLLisoN.  I  would  like  to  state  there  that  I  consider  the  work  being  done 

by  the  United  States  Government  as  very  valuable.  We  work  in  cooperation  with 
them  in  every  manner  possible  and  we  have  found  them  very  willing  to  give  us  ail 
the  information  they  have,  and  we  consider  it  quite  reliable  in  so  far  as  s:eneralities  go. 

The  only  suggestion  that  I  can  make  in  regard  to  the  department  work  is  that  it 
doee  not  go  into  detail.  I  mean  by  that  that  their  statistics  are  always  made  up 
as  applying  to  individual  States  or  to  the  nation  at  large,  and  we  find  that  conditions 
aitviao!  varying  between  particiilar  aectiona  oE  tfa^  i 
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tion  given  by  the  department  is  not  of  much  value  in  trying  to  detennine  a  rate  or 
Ike  htBOStd  vbM  esdMi  in  given  comities  <»  ioWtoMpB  or  lledticmB  of  ^he  Stitte.  It 
is  not  the  department's  fault  at  all.  They  have  not,  as  I  understand  it,  the  funds 
er  the  men  to  go  into  this  detailed  inA^ 

Mr.  BissELL.  I  think  the  committee  would  be  interested  in  those figuies  you WhmMd 
me  this  morning  showing  the  ratio  of  destruction  by  hail. 

Mr.  CuLLispN.  Of  course,  so  far  as  hail  business^ is  concerned,  we  have  given  that 
a  great  deal  of  thought  and  have  kept  statistics  for  a  number  of  years. 

In  speaking  of  generalities,  I  think  I  can  best  illustrate  that  by  saying  that  the 
departaoent  in  one  of  its  bulletins^  volume  6,  No.  of  the  Crop  Reporter  for  August, 
1920,  in  giving  the  per  cent  of  damage  bfjm'&kamEi  mumrn  t^^vwoop^of  ^  Uiliited 
States  shows  the  10-year  average  loss  from  hail  to  wheat  for  the  period  bom  1909 
to  1919|  inclusive,  as  1.1  per  cent. 

It  is  impossible  for  us  to  get  absolute  statistics  in  regard  to  hail  losses.  It  is  a  com- 
petitive business  and  there  are  now  about  75  companies  engaged  in  the  hail  business, 
and  these  figxu-es  are  not  txirned  in  to  any  central  station  or  clearing  house  for  all 
companies;  but  from  various  sources  I  gather  statistics  from  year  to  year  and  try  to 
keep  them  up  to  date,  and  from  my  personal  records  I  find  that  for  the  period  from 
1916  to  1922,  inclusive,  the  average  hail  loss  from  my  figures,  that  is,  loss  cost,  the 
per  cent  ol  danu^e  by  hail  is  4^  psf  cent.  - 

The  Ohasbman.  Mr.  Gullison,  is-^t  based  on  the  total  cpop  damage? 

Mr.  Gvuaotf.  That  is  based  on  actual  liability  that  we  faafve  cttrried. 
^  The  Chairman.  Well,  I  might  state  that  I  have  the  figures  that  you  have  men- 
tioned, and  that  1.1  must  be  read  in  connection  with  the  total  crop  damage  from 
'  all  causes,  which  they  place  at  28.77  per  cent  of  the  cro]*  yield.    That  is  not  based 
upon  the  100  per  cent  of  the  crop  which  the  hail  attacks;  it  is  that  percentage  which 
is  considered  in  connection  with  the  total  crop  damage  as  28  per  cent  of  the  crops. 

Mr.  GuiiUSON.  If  the  Senator  wSi  'permit  me,  I  do  net  iaiow  that  I  have  the  right 
view,  of  tiiat,  but  I  tldiik  Them*  As  I  ufid^rtand  it,  the  figures  made  by  the  B»eau 
of  Crop  Statistics  are  applied  to  what  they  term  a  normal  or  lOQ  per  cent  crop*  By 
normau,  as  I  umierstand  it,  they  mean  a  crop  which  would  be  a  perfect  crop  for  the 
given  locality  or  given  section  were  all  conditions  perfect.  That  being  the  case,  if 
that  is  true,  why  the  percenUige  tbay  spe^  of  )&  based  on  a  no^DMl  QKfi  or  perfect 
100  per  cent  crop. 

The  Chatrmax.  Well,  let  us  get  clear  in  the  record.    It  means  a  great  deal  in  the 
way  of  percentage,  the  difference  between  1.1  and  4.8G. 
Mr.  OvvuBOVf.  If  the  Senator  please,  I  think  I  can  explain  that  to  youf  satisfaction. 
TheGHAmcAN.  WeO^doM. 

Mr,  CuLusoN.  We  know,  of  course,  that  we  do  not  write  hail  insurance  on  of 
the  crops.  Our  business  is  limited  to  that  section  of  the  country  ipfhere  hail  is  con- 
sidered by  the  growers  as  a  hazard  of  sufficient  seriousness  that  they  should  protect 
themselves  against  it.  The  point  I  am  trying  to  show  there  is  this,  that  perhaps 
the  Government  report  as  to  the  hail  damage  to  all  of  the  wheat  crop  in  the  United 
States  is  somewhere  near  correct,  as  nearly  as  it  can  be  estimated.  On  the  other 
hand,  there  areM  many  other  factors  that  enter  into  the  making  of  rates  or  predicating 
rates  "mMxix  will  produce  a  prembsm  income  swfficic^  to  pay  losses  and  esqpMies 
ws^  all  other  costs  of  carrying  insurance,  that  we  can  not  take  the  departnient's 
figures  aloae  to  predicate  a  rate  on.    I  think  you  can  see  that. 

The  Chairman.  I  see  that,  but  that  does  not  reach  the  point  which  I  have  in  mind. 
I  have  before  me  statistics  of  the  Department  of  Ajrriculture  which  show  loss  due 
to  hail  1.1  per  cent,  which  you  mention.  Then  you  started  out  by  saying  from  your 
investigation  it  ought  to  be  4. 86  per  cent. 

Mr.  CuLusoN.  That  is  from  actual  business  which  we  carried. 

Hie  ChuamAK.  Now,  i  tiiink  yoiir  bsitia  of  4.86  per  cent  is  on  an  eiitirety  di^ 
basis  than  the  1.1  per  cent  ol  the  Department  of  Agriculture.  ^ 

lAr.  CususoN.  Ko  question  about  that. 

The  Chairman.  I  want  the  record  to  show  it.  So  you  are  not  comparing  1 .1  with 
4.86  per  cent.  The  1.1  per  cent  is  based  upon  the  proportionate  destruction  l)y  hail 
of  the  whole  of  the  crop  damage,  which  is  28  percent.  That  is  what  this  means. 
They  go  upon  the  theory  that  of  all  the  10  leading  crops  28  per  cent  is  destroyed 
annually  over  a  period  of  10  years  that  they  have  kept  the  figures,  which  is  a  little 
over  one-fourth  of  the  total  crop,  and  of  that  destruction  hail's  proportion  is  1.1  per 
cent  of  Hie  28  |»er  cent. 

Is^tnotr^ht.  Mr.  Valgren?         '  ^ 

Mr.  rtJLUSON.  I  understand  that.  ^ 
Mr.  Valgrbn.  I  think  not,  Senator. 

The  Chairman.  That  is  the  way  I  read  the  statistics.  I  do  not  pretend  to  be 
right,  and  if  I  am  wrong  I  want  the  record  made  correct.   I  do  not  want  any  dis- 


crepancy  in  the  record  betwiem^  the  figure fiven  by  Mr.  CuUison  and  those  by  the 
.  department. 

r   Mr.  GuLusoN.  i  tidnk  £f  yott  add  AeiaitMM  you  Would  find  that  soaie  of  Ahem 

make  the  28  per  cent. 
The  (jHAiRMi^.  I  do  not  want  to  be  miflgovemed  ia  tbejusMer  and  I^^t  lisnt 

anyone  who  may  read  the  record  to  be  misgoverned. 

Mr.  Valgren.  I  take  this  statement  from  this  article  of  yours  to  which  we  made 
reference  yesterday,  the  Journ|tl  ot  Insurance  aod  Financial  Statistics,  volume  4, 
page  33.    Now  let  me  read  it: 

^'Taking  wheat  as  an  ei^imple,  it  was  found  that  on  a  percentage  basis  covering  the 
United  States  as  a  whole  tihe  averaee  annual  exop  dionage  from  the  various  causes 
dmgitho  decade  1909  to  1918,  indonve,       ai  foUomrs:  Mdent  moisbaie,  12.38 

Eer  cent;  excessive  moisture,  2.03  per  cent;  floods,  0.33  per  cent;  frost,  0.7  per  ceM; 
ail,  1.1  per  cent;  hot  winds,  2.02  per  cent;  storms,  0.26  per  cent;  aninud  p^ts,  0.19 
per  cent;  other  and  unknown  causes,  0.86  per  cent.   Tptal  crop  dami^  fiQin  aU 
..causes,  28.77  per  cent." 

That  means,  Senator  McNary,  as  I  understand  it,  and  1  intended  it  to  mean  when 
I  wrote  it,  a  percentaj^e  in  all  cases  of  a  total  or  no-dams^e  crop  which  the  department 
arrived  at  by  increasing  the  normal  crop  that  the  crop  reporters  have  in  mind  by  10 
per  cent,  on  assiynption Utat  the  crop  tiiat  the  crop  reporter  has  in  mind  when  he 
reports  is  not,  after  all,  a  prefect  or  no-damage  crop,  but  soc^^xropiai^&equently 
occurs  over  reasonably  large  areas  in  his  terntoiy,  mm  those  percentagesiaw  inteaded 
to  be  pwoentegesaf  a  jpeifect  or  nonlainage  crop  as-neady  asAedfipafti^  tisn  ufeive 
at  it. 

The  Oh  AIRMAN.  And  not  the  proportion  of  the  damage  from  all  causes? 

Mr.  Valgren.  No,  sir.  • 

The  Chairman.  Verv  well,  I  am  glad  to  know  that.    1  read  it  the  other  way. 

You  may  proceed,  lur.  OuUiacm. 

QoMtxiH^  I  'man  Bot  aMempting  to  dismwEit  the  department's  report  tiieie, 
because  I  believe  that  figure  is  soniewlieie^iwlttxnoct. 
•    The  Chairman.  One  and  one-tenth  per  cesut? 

Ifr.  OuLLisoN.  Yes,  sir;  as  to  hail  damage  to  the  entire  wheat  crop  in  the  United 
States.  But  nevertheless,  should  we  attempt  to  predicate  rates  on  that,  and  assum- 
ing that  we  know  nothing  whatever  about  the  hail  hazard  but  are  starting  in  a  new 
business,  we  would  have  fared  very  badly  had  we  predicated  rates  on  that  basis. 

If  the  committee  cares  for  it,  1  can  give  you  my  statement  as  to  hail  damage  in  par- 
ticular States. 

19ie  Ciialaufax.  I  tluiikit  wwMbe  weUvtahai^eitjiilli^ 

Mr.  CuiiUsoN.  Iowa,  2.11.  That  means  per  cent. 
The  GHAmMAN.  I  see,  on  tlie  bai^  of  100  per  cent. 

Mr.  CrLLisox.  Yes.  sir.  Kansas.  4.02  per  cent;  Minnesota.  2.85  per  cent:  Missouri, 
0.7^;  Montana,  0.05:  Nebraska.  5.43;  New  Mexico.  7.35;  North  Dakota,  ().96;  Ohio, 
0.346;  Oklahoma,  4.55;  South  Dakota,  4.32:  Wisconsin,  1.73;  Wyoming,  10.68. 

Mr.  BissELL.  Did  you  mention  (^olorado? 

Mr.  CuLLisoN.  I  do  not  have  Colorado. 

l^eOffiiUBiM.iff.  Whatiiniilwofyesm'kr^sseQtedinl^ 

Mx.  CuLLisoN.  As  i.  explained,  these  figures  jMwt^alMioilnte;  merely  tigOBssfthat  I 
have  gaUiered  from  various  reports  that  I  oeuld  get.  State  avetages  and  yidlttsbed 

reports  in  insurance  publications. 

The  Chairman.  What  years  do  they  rover? 

Mr.  CuLLisoN.  They  cover  the  years  1915  to  1922  inclusive. 

Mr.  BissELL.  I  might  say,  if  you  will  permit  me  to  interrupt,  that  now  almost  every 
State  requires  the  insuranc^e  companies  doing  business  in  the  State  to  report  the 
amount  of  hi^  business  that  they  write  each  year  in  the  State  and  the  amount  of 
loMselAiexecn,  and  tkat,  I  presnnie,  Mr.  OuUison  has  gotten  a  great  many  of  his  figures 
from,  that  is,  from  those  sources,  by  going  to  the  differmt  State  records  MMlihawUig 
them  compiled.  Of  comw^  tdbejr  do  not  sepante  the  crops  tA  msat  Sittles.  It  is 
impossible  to  do  that. 

The  Chairman.  T  wanted  to  ask  Mr.  Griffin,  of  ihe  Northwestern  Fire  &  Marine 

Insurance  Co.,  a  question. 

You  have  heard  the  reading  of  these  statistics,  Mr.  Griffin? 
Mr.  Griffin.  Yes,  sir. 

TberOftAlB^AN.  Has  yom  cmnpany  collated  data  ot  this  character? 
Mr.  GmFFm.  Yes;  over  a  Iom;  pttiod  ef  yeslra^  years. 
The  Chairman.  You  teMOd  IhM ^llSiS 

Mr.  Griffin,  Yes,  sir. 


Mr.  Griffin.  That  will  be  about  right;  they  run  pretty  true  to  form; 
Ifo.  GinuBOK.  May  I  explam  a  litue  th^,  that  uis  represents  purely  Ik^Sess  cost, 
as  ire  call  it,  the  actual  httl  per  cent  of  loss,  atid  doii^M^lBdiide  any  load^  for 

expenses  or  any  ol^er  item;  merely  the  loss  cost. 

The  Chairman.  Hevr  Ixaig  has  your  cmnpany  hem  engaged  in  selling  insurance  to 
citrus  fruit  growers? 

Mr.  CuLLisoN,  In  Florida,  two  years;  in  California  last  year  only. 

The  Chairman.  TVTiat  has  been  your  experience  from  the  standpoint  of  wheilusrit 
is  good  business  ornot?  '  '     •  -  . 

Mr.  CuLUsoN.  Well,  whave  had  no  losses  at  ail  as  yet«     '      '   '  ' 

Mr.  BxBB«£.  It  is  a  leaet  or  a  luame. 

Mr.  CULUSON.  We  are  Uvix^  in  censtant  iear.  Laei  year  ^  sat  up  ki  February 
all  one  ni^^t  to  watch  the  weatber  reports. 
The  Ghaibmak.  Would  yon  be  wwing  to  give  me  the  late  charged  for  the  risk 

assumed?  • 

Mr.  CuiLisoN.  I  would  have  to  guess  at  that.  As  I  remember  it,  it  runs  from  6  to 
10  per  cent  in  Florida. 

The  Chairman.  About  the  same  rate  as  tbB  hail  insurance? 

Mr.  CuLLisoN.  Yes,  sir:  it  would  average,  I  would  say,  about  8  |W  cWrt. 

I  might  give  you  a  little  history  of  Imr  we  weAt  at  it  to  d^tmintf  those  latds,  if 
that  would  be  intetestii^  to  you.  * 

The  GHAmftAN.  It  would  be,  indeed. 

Mr.  CuLLisoN.  A  man  spent  practically  one  year  visiting  in  the  State  of  Florida 
practically  all  weather  stations,  collecting  their  data  as  to  frequency  of  frosts  or  freezes 
which  would  destroy  fruit.  He  had  at  his  disposal  complete  records  of  the  Florida 
Citrus  Exchange,  which  controls  about  75  per  cent  6t  the  production  of  the  State;  he 
also  visited  growers  and  asked  them  questions  and  made  out  ouestionnaires;  not 
only  the  growers  themselves  and  examined  their  books,  but  even  talked  to  I&b  negroes 
who  were  attend^  the  crops;  he  dbobad  all  tke  agxicultund  coll^  intematam  and 
the  informatioa  of  the  department  of  the  State  that  he  could  get. 

After  that  was  all  gathered,  why,  then  it  was  analyzed  and  diagramed  and  com* 
nued,  and  from  that  we  tried  to  determine  what  we  thou^t  the  rate  oug^t  to  be. 
^^ether  we  have  guessed  it  right  or  not  we  do  not  know. 

The  Chairman.  That  further  involves  the  proposition  that  before  crop  insurance 
generally  can  be  had,  and  before  it  is  a  practicable  business,  long  studies  over  periods 
and  cycles  of  time  must  be  made,  and  observations  must  be  made. 

Mr.  CtJiJJBON.  Yes.  •  ™ 

SmatorKnnuu  Oaa  yoiu  tdl  slKmt  ^diat  percentage  oi  I3ie  crop  ia  11^^ 

insurance?  ,  _ 

Mr.  CuiiUsoN.  I  can  only  guess  at  that.  It  was  represented  to  us  that  there  was  a 
^possibility  of  writing  $29,000,000  of  liability  in  the  State  of  Florida.  Our  first  commit- 
ment there  was  only  $300,000.   That  is  all  we  cared  to  accept. 

The  Chairman.  Have  you  increased  it  in  the  last  year? 

Mr.  CuLUSON.  Yes,  sir;^  we  raised  it  last  year  to  $666,000. 

The  Chairman.  And  that  haa  been  satisfactory? 

Mr.  CuLLisoir.  Yes,  sir;  that  is  ooIt  two  yeaia,  «ad  we  viB  exlher  niake  mcmey 
piacticaUy  every  year  have  a  total  w  IImk  Jm  beta  lAe  total  loss  ia  85  yean 
m  FloiidiL 

Mr.  BisSBUi.  And  a  great  many  partial  losses? 

Mr.  CxjLLisoN.  Yes;  a  great  many  partial  losses. 

The  Chairman.  Do  you  insure  against  every  conceivable  damage  to  fruit? 

Mr.  CuLLisoN,  No,  sir;  frost  only. 
The  Chairman.  Just  frost? 

Mr.  Cullison.  Yes,  sir;  or  hail.   We  carry  hail  insurance,  of  cotnfle.         •  <•  • 
The  Chaibican.  I  meaa  down  here  in  tiie  cHme  fruit  country.  Yoa  do  oot^cany 
liailthm. 

Mr.  CuiUBOK.  Just  frost.   There  is  no  demand  ioKtlntt  iiMiiaDoe. 
The  Chaibhan.  And  no  other  torn  ot  loss? 

Mr.  Cullison.  No,  sir. 

The  Chairman.  It  may  be  aside  from  the  question,  but  it  is  a  matter  of  protection — 
do  they  smudge  in  the  orchards  in  Florida? 

Mr.  Cullison.  Very  little.  We  tried  to  work  out  some  method  of  giving  credit  for 
that,  but  the  practice  there  is  not  extensive,  and  they  let  the  smudge  pots  iwt  and 
go  to  waste,  and  we  did  not  oonaidtf  that  worth  while. 

Hie  OBMnauju.  earndpug  is  widely  piaetieed  ai  ^ilrwriai, 

Mr,  CuMfflON.  Yes,  sir.  ,  ,     ,      .  ^. 

The  Chaxbiun.  What  do  you  think  Congress  can  oc  should  4o  to  h^along^in  this 

mattirr? 
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Mr.  Cttllison.  I  am  very  anxious  to  see  C/ongress  give  the  department  sufficient 
appropriation  so  that  they  can  carry  out  in  more  ofetail  the  examination  of  this  matter. 

In  me  State  of  Oklahoma  sevewd  years  ago  they  passed  a  law  req[uiring  the  county 
assessors — ^in  fact,  the  township  assessors — ^to  make  out  a  questionnaire  for  every  fBrm.^ 
or  every  acre  of  tillable  kaid  in  tfa^ir  districts,  and  lliat  was  then  tabulated  by  town- 
ships; that  i&  6  Biiles  square,  Government  survey,  in  that  country;  then  the  town- 
shii>s  were  taoulated  by  the  county  clerk  or  asBSMor;  tiien  that  was  forwarded  to  the 
State  department,  where  the  State  totaled  it  up. 

I  believed  at  liie  time,  and  believe  now,  that  had  that  been  carried  out,  it  would 
have  given  us  information  of  very  great  value,  but  they  found  it  was  very  expensive. 
In  some  counties  they  found  that  the  reports  were  of  very  little  value.  In  fact,  some 
counties  failed  to  return  any  reports  at  all.  So  if  that  system  is  taken  up  it  must  be 
taken  up  under  the  supervision  of  trained  experts  lAo  know  what  tfaey  want,  and 
eoine  method  must  be  ptovided  to  faresiiiem  to  get  it. 

I  bdieve  the  IJnitea  States  Government  could  go  into  that  in  cooperation  with  the 
States,  puit  their  men  in  char^,  perhaps  throt^h  the  county  agents;  they  cotdd  edu- 
cate these  assessors  until  that  noformation  could  be  gotten  in  sudi  shape  that  it  would 
be  very  valuable. 

I  think  we  should  have  not  less  than  a  10-year  record  to  give  us  any  information  of 
any  valuei  and  in  some  of  the  western  country  perhaps  it  would  take  a  longer  time  than 
that.  '  :  :  •  <  *  ■ ' 

If  you  care  to  listen,  I  could  ^ve  you  a  tittie  explanation  of  a  oompariscm  betwem 
tiro countieain EaiMBS.    .'v  *  ^  '> 

The  Ghaxbman.  Do  so. 

Mr.  CuiiLisoN,  This  follows  largely  the  illustiation  given  by  Mr.  Thompson  this 
morning.  This  is  merely  to  show  the  fluctuation  in  acreage  and  abandonment  aa 
between  a  coimty  in  what  we  call  hazardous  territory  and  in  one  which  we  call  reason- 
ably sure  crop  section.  The  State  of  Kansas  gives  a  sample  of  prety  nearly  all  kinds 
of  weather.  The  eastern  section  is  reasonably  certain;  it  is  in  an  altitude  of  perhaps 
800  to  1,200  feet,  while  400  miles  west  it  reaches  an  altitude  of  3,500  feet  and  comes 
into  what  we  call  the  eoniazid  district. 

1^  Thomas  Comihr,  Kkm.,  the  Govmiment  crop  estimate— and  this  may  have  been 
corrected  bv  our  firid  men  going  to  the  county  records— shows  that  in  1911  the  acreage 
oi  winter  wheat  sown  was  Iw^^,  a^d  thife  waaa  totalabandoBmant  ei  tba  cfep  tm 
year.   In  1912  

Mr.  BissELL  (interi)08ing).  A  total  crop  failure? 

Mr.  Cullison.  Yes,  sir;  that  is  the  winter  wheat.  In  1912  there  were  152^000  acres 
sown  and  84,000  acres  abandoned. 

In  1913  there  were  118,000  acres  sown  and  44,000  acres  abandoned. 

In  1914  ih/en  were  122^000  acres  sown  and  no  afaindonment. 

That  is  merely  to  diow  the  flucteatiaa^of  abandonment  in  that  ooonty. 

The  ChaibiiAn.  What  was  the  caaae  of  the  abandonment? 

Mr.  Cullison.  Well,  I  could  not  answer  that  question  here,  but  I  wsould  sfty  in  that 
.  oounty,  as  I  remember  it,  it  was  raactically  all  dry  weather. 

Now,  take  an  eastern  county,  Reno  County,  Kans.,  for  the  same  period  of  time. 

In  1911  there  were  202,000  acres  sown  and  12,000  acres  abandoned. 

In  1912  there  were  235,000  acres  sown  and  14,000  acres  abandoned. 

In  1913  there  were  247,000  acres  sown  and  8,000  acres  abandoned. 

In  1914  tiiere  were  304^000  acres  sown  and  no  abandonment. 

Ji^  1915  them  were  326^000 acres  sown  and  64,000  acres  abandoned. 

You  will.tiotioe  there  that  there  is  a  wide  difference  in  the  abandonment  between 
those  two  counties.  In  other  words,  that  Reno  County  is  piacticaUy  certain  ci  a«fep 
ovwr.that  five-year  period. 

Resorting  to  the  average  vield  per  acre,  the  10-year  average  in  Reno  County  is  14 
bushels  per  acre,  while  in  Tnomas  County  it  is  12.5  bushels  per  acre. 

Mr.  BissELL.  Is  that  acres  reaped  or  acres  sown? 

Mr.  Cullison.  Acres  harvested. 

If  there  was  an  attempt  made  to  make  rates  on  those  figu  res,  you  can  readily  see 

that  in  Thomas  County  the  loss  would  be  consideraUe^  while  in  Beno  County  the  idaa 
might  work.  In  other  wioida*  it  mi^  pi^^ 

the  losses. 

The  Chairman.  Do  you  think  that  your  insurance  could  be  distributed  over  a  wide 
area,  so  that  those  counties  that  were  more  certain  to  produce  a  crop  would  carry  those 
which  were  less  likely  to  produce  a  full  crop? 
Mr.  Cullison.  I  can  only  answer  that  by  saying  that  for  five  years  I  have  been 
to  figure  out  some  plan  to  do  that. 

CgAiHKAK.  The  Mcretary  of  Agriculture,  if  you  remember,  stated  yesterday 
that  he  it  ahonld  be  distcibnted  over  a  large  area  so  that  the  lomee  in  one 
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community  w  ould  be  absorbed  by  another,  and  vice  versa,  and  that  over  a  period  of 
years  it  would  equalize  itself  and  form  a  perfect  balance.    Does  your  cemyiMiy  proo^H^ 
along  that  line,  or  has  it  tried  to  W(^k  out  somethipg  adoog  that  line? 
CuuMON.  Yes,  flk. 
l^eCHAiBosAK.  HiiTe  yeu4>Qeti  «^ 

1^.  CuLLisox.  Welnkve  met;  we  hi^we  not  mrived  atimy  rTTrrlrntrn-ithit  trn  tihinlr 
m  woikftbte.   You  see,  we  have  no  ^y  of  taking  advaon^  61  over  produotiW,  «ud 

the  reason  for  that  is  this,  as  has  been  stated  here  by  other  men  who^VBibwsi^^nidiig 
information,  that  we  must  deal  with  individual  farmers  and  there  are  very  few  of 
them  who  can  give  you  an  accurate  record,  and  our  experience  has  been  that  farmers 
in  demanding  insurance  want  insurance  against  that  specific  hazard  which  they  fear. 
In  other  words,  we  have  to  sell  insurance  to  the  farmer.  They  do  not  come  in  after  it 
unless  they  thmk  they  stand  a  sure  chance  to  lose* 

The  Chaihhan.  Your  compaoies  have  {m^ed  t>y  &m  uvumiice  as  long  as  they  have 
.  carried  it?  ,  • 

Mr.  CuLLisoN.  Yes^  sir;  a  vexjfmmXlig^fM.       have  ouot  toiide  «i«AiscBi^^ 
i.to  put  anything  into  a  81ut)1us. 

The  Chairman.  But  you  are  willing  to  extend  yoiu'  contracts  to  gqqics  ioM»  fiBOBQi 
other  causes  if  you  have  the  data  upon  which  to  act? 

Mr,  CuLLisoN.  We  are  very  anxious  to  do  so;  yes,  sir.  ..i    .     tjM- . 

The  Chairman.  Do  you  think  of  anything  else,  Senator? 

SeauktcHT  Kbt:^.  ^[o/ 

The  CvAiBHAK.  Thank  you  very  much,  Mr.  Cullison.  Your  4xetiMiiy  bao  been 

interesting.  ; 
Do  you  want  Mr.  Johnson  called,  Mr*  ;K8BeU? 
J^.  fBiSiffiix*  Yes,  airvSeiiftNir.^  ^ 

'maKTEMmsn  of  loi.  h.  w.  jobnson. 

The  Chairman.  Mr.  Johnson,  for  the  sake  of  the  record,  will  you  give  your  name, 
youi-  address,  the  line  of  work  in  which  you  are  engaged,  and  whom  you  represent? 

Mr.  Johnson.  H.  W.  Johnson,  Ottawa,  Franklin  County,  Ksms.,  an  insurance 
«genk*  Fiieoiimiimoe  pritt^  haateen  my  occupation  for  the  last  three  yeaars. 
I  iw  ]»»rii  iA  t»4um^  Min%  dn  tp^ydb  I.wi^  and  fMioed  un^ -seme  im 
years  ago,  and  about  three  years  ago  my  attention  was  called  to  i^e  fact  tbiat  o&e  ot 
the  large  companies,  and  perhaps  others,  but  this  one  anyhow,  wtts  writing  a  policy 
called  crop  insurance,  insuring  the  growing  crop  against  loss  or  damage  from  frost 
and  weather  kill,  I  think  drought,  insects,  disease,  floods,  excess  of  moisture;  and 
being  intimately  acquainted  with  the  farming  conditions  in  that  section  of  the  countrj^ 

1  became  very  much  interested  in  this  line  of  insiu^nce  and  took  up  the  v^erk  of 
soliciting  business,  especially  on  crop  insurance,  in  1921.  '  - 

We  wrote  considerfmk.inMiraaMi^^n^^^  Mto,  wid'Mfb  in  1^1,  Md  madejper- 
«onal  inspeetim  ail  tite  risks;  is  some  inateiEiOM^ven  measured  tbe  fvouttd.  wbrni 
in  addition  to  my  inspection,  in  that  year  tbe  oompmy  did>s»nd  att4il4>Mtor  iMKlore 
issuing  the  policy,  making  a  double  inspection. 

We  took  applications  on  wheat  in  that  year,  as  1  recall  it,  up  to  within  10  days  or 

2  weeks  of  cutting  time.  The  wheat  was  inspected  by  the  company's  man  that  gave 
promise  of  20  to  25  bushels  per  acre,  and  the  final  outcome,  when  it  was  threshed, 
ran  about  11  or  12  bushels  per  acre,  due  wholly  to  excessive  moisture  that  year. 

The  final  result  of  the  sMson'e  wwk  was  quite  a  heavy  loss  ratio  to  the  company, 
iimB^  tkm wwtiiw eonditionB, '«nd'dBo, >I  think,  Ito OedlDein'the Wtfkitt  f»bsmbaA 
year. 

The  company  then,  in  the  fall  of  1921,  before  we  b^gan  writing  winter  wheat,  divt^iad 
.  our  State  into  zones  and  established  a  maximum  amount  and  a  rate  for  each  sone. 

In  our  zone  I  think  the  maximum  bushels  was  12  bushels  per  acre,  with  a  limit 
of  liability,  or  the  face  of  the  insurance,  $8.  We  were  not  successful  in  writing  very 
much  wheat  on  those  limits.  What  we  did  get,  very  unfortunately,  was  on  lx)ttom 
lands,  and  that  overflowed — ^something  that  had  not  occurred  for  seven  years,  and 
ihfre  was  qmte  a  loss  these  in  1921. 

We  inaofedooniafidxiatBiatte^^  Tbe  oate,  i  ittaiik  with  one  ialKep: 

tion,  was  almost  a  total  failure.   The  comp&ay  paid  on  all  our  oat  policies  but 
Com  also  showed  quite  a  loss,  but  not  as  heavy  a  loss  ratio  as  that  of  1921 . 

At  the  present  time,  this  year,  we  are  not  writing  anj^  crop  insuMUAce.  The  reaaoa 
is  obvious.    The  loss  has  been  too  great  for  the  company.  • 

Senator  Keyes.  Did  1  understand  you  to  say  you  are  solicitiag  insurance  for  the 
Hartford  company? 

Mr.  JomBOfs..  ^Ves,  sir.  • 


Senator  Kb  yes.  There  is  still  a  destve  oh  the  part  <rf  tomcm  out  thcHPe  to  t&fce  put 
xDtmmo^f  ia  tbsae?  ,      .  .  ^ 

Wl^  Jhm»mi.  Oh,  y«i{  &43r  aie  addng  us  every  dafy  aibeui  crop  inanttiice. 

lit,  BissELL.  If  you  wiM  petmit  me  to  iiit^fttj^tr  

Senator  Keybs.  Oh  yes. 

Mr.  BissELL.  Mr.  Johnson,  would  they  l)e  interested  in  a  crop  policv  which  only 
gave  them  a  limited  coverage,  such  as  you  spoke  about  that  we  tried  there  in  the  second 
year,  or  one  even  more  limited  in  the  amount  of  insurance  possibly? 

Mr.  Johnson.  I  think  possibly  we  could  write  some  business  at  a  lower  limit  yet 
than  we  had  last  year.  h  * 

^Sx.  BissBLL.  You  had  difficulty  in  placing  it  last  year  except  in  rather  unfavor- 
able localicmB? 

Mr.  JoHKSON.  Yes;  that  is  the  way  that  kind  of  insurance  works  naturally.  Tt 
is  easy  to  get  the  poor  risks  but  hard  to  get  Ibe  good  ones.  The  lower  the  limit,  the 
greater  that  difficulty. 

Mr.  BissEi.L.  While  you  were  out  of  the  room,  Mr.  Chairman,  Mr.  Johnson  referred 
to  the  fact  that  after  our  first  disastrous  experience  we  tried  to  sell  through  his  agencj 
to  the  same  farmers  a  policy  with  quite  a  limited  coverage  in  amount,  and  found  it 
difficult  to  solicit,  and  the  insurance  he  did  get  wae  in  tiSe  un&varaMe  areas. 

Senates*  ¥»nm.  And  iba^  year,  I  uini^iirtaiid  you  to  say,  you  are  not  writing  any 
iiMtiifttee?  '   "  ' 

Mr.  BissELL.  Not  writing  i|tty* 

The  Chairman.  Ave  yatr^TOimg  it  and  not  finding  no  one  who  wmts  it,  or  iare  you 

not  offering  it? 

Mr.  Johnson.  We  are  not  offering  it.  The  qp^itauy  is  pi>,t  ftuU^ji^ing  us  to  take 
any  applications. 

The  Chairman.  Do  you  sell  most  of  vour  insurance  in  the  eastern  or  the  western 
part  of  Kansas?   .  -  -  .        •  . 

Ibr.  JoHKfiON.  In  the  eastern  part. 

Tim'GAASBMAH.  ldf&  fm  dktti^ruirii  in  your  rate  between  the  eastern  and  western 
parts  of  iH^SIMef?       '  '  ^ 

Mr.  Johnson.  Yes,  sir.    I  stated  while  you  were  out,  Senator  

The  Chairman.  If  it  is  in  the  record,  you  need  not  repeat  it. 

Do  you  entertain  hopes  that  eventually  the  companies  will  be  able  to  write  a 
policy  that  will  be  attractive  to  the  fanners  of  the  country,  after  more  study  has  been 
made  of  the  subject?  ' 

Ifr.  Johnson.  Yes,  sir.  I  am  very  much  interested  in  iSubi  line  of  insumice,  and 
had  hoped  tiiat  it  ^ould  be  successful  -from  every  point  of  view,^  realizmR,  of  couree, 
that  im^  eoinipatty  must  have  a  profit  in  order  to  continue  writing  it.  Of  courte,  I 
have  not  any  way  in  mind  that  that  might  be  done  particularly. 

Senator  Keyes.  It  has  been  suggested  by  a  number  of  witnesses  that  additional 
statistics  would  be  helpful  in  bringing  about  or  making  it  possible  to  write  general 
crop  insurance.  Do  you  think  there  is  anything  further  that  the  Government  can  do 
to  assist  in  that  direction? 

Mr.  Johnson.  Yes,  sir;  I  think  that  more  information  through  statistics  would  be 
of  some  assistance  to  the  companies,  no  doubt. 

Seiuttar  KjriTBS.  Does  your  state  depftrtmeiit  in  Kansas  cover  that  ntuftticm  pretty 
well  in  the  way  of  statistics? 

Mr.  Johnson.  I  think  fairly  so;  yes. 

Senator  Keyes.  I  had  an  idea  that  your  State  was  one  that  did  go  into  that  pretty 
thOTOUghly,  but  I  am  not  fully  informed.  , 

Mr.  Johnsox.  Yes,  sir. 

Senator  Keyes.  A\Tiat  was  your  practice,  Mr.  Johnson,  in  regard  to  soliciting  in- 
surance? Did  you  feel  that  the  situation  demanded  extreme  care  on  your  part  in 
the  way  of  getting  insurance,  or  were  you  pretty  libend  and  did  you  have  a  disposition 
to  insure  most  anynie  who  might  desire  insurance? 

Mr.  Johnson.  Well,  with  the  desire  I  had  to  make  the  work  successful,  of  course 
I  realisBed  that  we  mirat  exercise  great  care  in  the  selection  of  risks,  and  I  declined  a 
great  many  applications.    I  could  have  written  them  and  gotten  a  little  premium. 

Senator  Keyes.  I  suppose  your  first  year's  experience  would  naturally  noake  ypu 
careful  the  second  year. 

Mr.  Johnson.  Yes;  it  would.  We  insured  too  high  the  first  year  on  account  of 
the  way  we  had  of  getting  at  the  amoimt  of  insurance  that  we  would  write.  We 
would  take  the  fanner's  yi6ld  Ut  tihe  past  five  years  and  average  Hbst  and  afiow  faim 
o#  itihSto'bmia!$SKe  fdr  ^fltrt^lututha  of  the  five-year  avemge. 

Senator  Ksna.  But  you  changed  that  practice  the  neirt  year,  did  ycm  not? 

Mt.iemKwm^  Yee^sir. 


Senator  Keyes.  I  think  that  has  been  testified  to. 

Mr.  Johnson.  Yes.  That  five  years  preceding  1921  included  the  yeare  of  1917  and 
1918,  when  we  had  repiarkable  wheat  crops,  much  of  our  wheat,  the  fanners  stated, 
running  from  35  to  40  bushels  per  acre  in  those  two  years,  which  brought  up  the 
average,  which  i)ennitted  them  to  take  too  much  insurance  under  that  plan.  Had 
weinsurod  in  1921  an  Hie  basis  of  the  maximum  system  that  we  had  in  1922,  I  think 
there  would  have  been  some  loss  even  then,  but  it  would  not  have  been  so  great, 
because  the  yield  was  better  ia  1922,  and  the  low  ratio  was  greater  in  1921  tt^  in 
1922  on  account  of  different  ways  of  getting  at  the  iwount  of  inwmnce. 

Senator  Ke y£8.  Was  thero  anythix^  f  ur&w  that  you  cared  to  Bay  to  IliA^  coimmttee. 

Mr.  Johnson? 

Mr.  Johnson.  No,  sir. 

Senator  Keyes.  We  are  very  much  obliged  to  you  for  your  testimony 
Mr.  Johnson.  I  am  §lad  to  be  able  to  give  it. 

Senator  Keyes.  I  thmk,  as  long  as  the  chairman  is  not  here,  we  can  go  ahead  with 
anyone  who  is  ready. 

Mr.  Browne.  I  spdce  to  Senator  JfeNavy  tlus  mociiinff,  and  il  Ibere  is  a  eap  I 

might  fill  it  in.  , 

Mr.  Valgren.  We  have  about  exhausted  the  fire  insurance  c<mipanies.  We  SdUMSGt 
the  manager  of  the  Home  Insurance  Co.  to  be  here  from  Chicago  to-morrow. 

Senator  Keyes.  Senator  McNary  has  a  long  list  of  n£unes  here,  but  I  do  not  know 
what  arrangement  he  has  made  for  hearing  them. 

Mr.  Yalqren.  Tliere  is  one  witness  we  have  here.  Mr.  Dawson,  of  MqiM^wm, 

Senator  Keyes.  All  right,  Mr.  DawscHi. 

STAXBMBNT  OF  XB.  JOBMT  B.  BAWSOH. 

Senator  Keyes.  Mr.  Dawson,  if  you  will,  giye  your  name,  i^dencfc  tffft^  your 
occupation.  » •  # 

^  Mr.  Dawson.  My  name  is  John  E.  Dawson,  of  Great  Falls,  Mont.,  and  my  position 
u  manager  of  the  Rocky  Mountain  Fire  Insurance  Co.,  a  company  that  is  owned  in 
Montana. 

Senate  Keyes.  That  is  not  a  mutual  company? 

Mr*  Dawson.  Not  a  mutual  company;  a  stock  company. 

Senator  Keyes.  All  right,  sir;  teU  us  your  experience. 

Mr.  Dawson.  We  write  hail  insurance  in  the  State  of  Montana  only.  I  Ime  hem 
engaged  in  the  writing  of  hail  insurance,  since  in^dipg  1915 -iup  to  ^e  piesmt  tiflie. 
I  have  never  written  crop  insurance. 

Senator  Keyes.  Your  efforts  have  been  exclusively  confined  to  hail  insmaiu?e? 

Mr.  Dawson.  Confined  to  hail  insurance;  yes,  sir. 

Senator  Ejsyss.  What  has  been  your  experience? 

Mr.  Dawson.  Our  experience  has  been  in  the  hail  insurance  line  in  the  State 
fairly  satisfactory.  We  have  made  some  money,  handling  slightly  under  11,000,000 
in  the  period  from  1915  to  1922,  inclusive,  and  we  are  likewise  very  much  int^«0ted 
in  whatever  information  might  be  gathered  along  the  lines  of  the  present  inquiry. 

We  belies  e  that  the  Government  is  one  of  the  best  instrumentalities  for  gathering 
that  information.  I  have  seen  the  experiments  in  our  State  of  at  least  one  or  two 
companies— three  companies,  in  fact— writing  crop  insurance,  and  it  has  been  dis- 
astrous in  every  instance.  One  local  stock  company  was  entirely  wiped  out  of  busi- 
^^f*  '/  i»igtt  say,  a  somewhat  abortive  attempt  to  write  a  class  of  business  on  which 
mey  had  no  statistics  and  were  unprepared  to  write  a  coverage  so  broad,  and  it  anni- 
hilated them»  imting  in  the  States  of  Molilalia  and  Kordi  Dakota  only  in,  I  believe 
It  was,  1917. 

Ours  is  one  of  the  Western  States  that  has  suffered  very  aevweily  from  the  dtougbt 

condition  existing  through  the  last  five  years.  ' 

The  Chairman.  Were  those  mutual  companies  that  failed? 
Mr.  Dawson.  No;  a  stock  company  that  failed. 

The  National  Union  writes  business  in  the  State,  I  believe,  and  a  local  company — 
I  beheve  they  call  themaetves  Uie  Bankers'  Fire  Insurance  Co.  . 
The  Chairman.  What  company  do  you  represent? 
Mr.  Dawsok.  The  Rocky  Mountain  Rre  Insurance  Co.  of  Montana! 

The  Chairman.  Is  that  a  private  ooipotatira? 

Mr.  Dawson.  Yes,  sir;  a  stock  company. 

The  Chairman.  How  extensively  does  it  engage  in  the  business? 
Mr.  Dawson.  Direct  writing  in  the  State  of  Montana,  9nly;*we  wn^  z«inBi(Kiaioa 
in  22  States,  but  write  directly  in  one  State  only.  .... 
The  Ghauhan.  Do  you  cover  any  other  insurance  than  hail?  , 


Mr.  Dawson.  Yes,  mr;  fire. 

The  Chaw£AK.  I  mean  crop  insurance. 

Mr.  Dawson.  Only  hail  in  Montana. 

Senator  Ketes.  I  understood  you  to  say  it  was  a  fair  suceeos. 

Mr.  Dawson.  Yes. 

:The  Chairman.  What  ampunt  of  business  do  you  do  annually. 
Mr.  Dawson.  Our  business  would  run  $150,000  annually  on  the  average,  about. 
In  the  period  1915  to  1922,  inclusive,  it  ran  slightly  under  $1,000,000  in  premiums. 
The  UHAmiiAN.  Has  it  decreased  in  die  last  couple  of  years? 
Mr.  Dawson.  Yes. 

The  Chaiemak.  Owing  to  the  crop  failures? 

iSx.  Dawsoit.  O^fdug  to  the  inability  ct  tiie  fanner  to  be  financed  to  aane  ext^t^ 

I  would  say. 

The  Chairman.  Do  you  sell  insuraJiee'iil  thsA  part  of  Montana  where  you  have 

had  a  drought  for  about  five  years? 
Mr.  Dawson.  Yes;  we  do. 

The  Chairman.  You  do  not  sell  drought  insurance? 

Ifr.  Dawson.  Not  at  all;  no,  sir.  We  reatise  we  are  entirely  too  email  to  even 
give  it  smons  consideratian  for  a  moment- 
Tlie  GHASoftiLH.  Wh«(e  did  yom  get  yoor  fitetbties  an  i^dch  to  tese  the  wmmmm 

contract? 

Mr.  Dawson.  Where  do  we  get  our  statistics? 
The  Chairman.  Where  did  you  get  them? 

Mr.  Dawson.  We  got  the  experience  of  other  companies  operating  in  the  same  field; 
Wje  have  our  statistics.  I  have  not  them  with  me,  but  I  have  them  at  the  hotel. 
Th^  cover  a  seven-year  period  of  time.   We  keep  our  own  statistics. 

,l£e  Ghaibman.  What  rate  do  you  charge  for  the  risk  insured  by  the  companies 
oevering  hail? 

Mr.  Dawson.  It  varies  from  4      cent  to  17  per  cent»  havings  our  Strte  divided 

into  zones. 

The  Chairman.  In  what  pjM^.ol,^€»^ta(^  dogs  jk^  ^#aci»  ^  miftYingmm  jol  17  per 

cent? 

Mr.  Dawson.  In  the  central  eastern  portion,. 

The  Chairman.  That  is  where  the  altitude  is  the  highest? 

Mr.  Dawson.  No;  not  necessarily.  It  is  a  peculiar  condition  and  rather  difficult 
to  describe.  It  is  dose  to  tiie  UUs,  but  a  large  rolling  plain,  but  in  very  close  proximitv 
to  a  spur  of  the  mowitain.  Th^  seems  to  be  a  particular  basin  in  which  ihe  hail- 
stcnns  are  very  frequent  visitors,  and  we  get  as  high  as  17  per  cent  in  tibftt  tetritoryy 

15  per  cent  for  grain  crops  and  2  per  cent  additional  for  com  or  rye. 
The  Chairman.  Did  you  ever  cf^jBiil^te  .thg  perceutage  of  Ibe  kss  of  crop  due  to 

hail  from  year  to  year? 

Mr.  Dawson,  We  do  on  insured  crops,  but  I  can  not  say  that  we  have  at  hand  any 
means  of  determining  the  loss  by  hail  to  the  total  crop. 

The  Ohaikman.  Well,  on  the  insured  crop  will  give  us  some  idea. 

Mr.  Dawson.  On  the  insured  crop  slightly  under  6  per  cent.  I  believe  my  figures 
show  5.54  per  cent. 

The  Chaibhak.  Due  to  hail? 

Mr.  Dawson.  Due  to  hail. 

Mr.  Valgren.  Is  not  that  the  result  of  careful  selection?  , 

Mr.  Dawson.  I  might  state  that  is  the  result  of  refusing  to  write  in  certain  hazard- 
ous territories.  There  are  some  counties  in  Montana  where  we  will  not  write  hail 
insurance. 

The  Chaibman.  Mr.  CuUison,  your  figures  are  based  upon  the  whole  State? 
Ifr.  Outuaov.  Yes,  air;  covering  insoiance  written  by  all  companies  M  near  as 
I  can  get  it.  • 
.The  Chairman.  And  this  answer  of  yours,  Mr.  Dawson? 

Mr.  Dawson.  Was  based  on  the  saqpeneooe  of  just  one  company,  when  we  wa 

on  the  ground  locally. 
The  Chairman,  Selected  risks? 

Mr.  Dawson.  Selected  risks,  I  would  say;  selected  territory,  at  least. 
The  Chaibman.  So  tiiat  would  account  for  the  less  loss  thiui  shown  by  the  other 
figures? 

Mr.  Dawson.  Undoubtedly.  We  could  go  into  two  counties,  and  I. suppose  our 
loss  would  be  increase^  15  to  20  per  ceat.  At  leest,  that  is  tiie  experience  of  our 
comjpetitors — ^worse  than  that. 

tie  Chairman.  Wauld  your  cooBmiiiy  1^  inteiMted  in.  eytqnding  its  field  if  yoa 
bid  Mliiaito  date?  .--^T^r  -  • 


Mr.  Dawson.  Yes,  air;  we  would  be  very  glad  to. 

The  Chairman.  Do  you  follow  the  advice  of  others,  that  the  deparlMeM  Aould 
eocmmte  with  otiier  agencies  in  gathering  data  €vm  %  perioi  af  yeais? 

Mr.  Dawson.  It  seems  to  me  it  is  the  only  way  it  can  be  done.  It  seems  to  me  &e 
Government  would  be  the  best  oiganization.  It  is  a  very  big  task  for  the  insurance 
companies,  because  it  is  a  competitive  field  and  there  is  no  cmnpiete  excfaaage  lor 
information. 

The  Chairman.  Is  that  all  the  statement  you  desire  to  make? 
Mr.  Dawson.  That  is  all. 

The  Chairman.  Thank  you  very  much,  Mr.  Dawson,  for  your  statement. 
Senator^  Ketes.  There  is  a  gentleman  here,  Senator,  who  says  he  spoke  to  you 
thisracaming. 
Mr.  Browne.  Senator,  if  there  is  a  gap  

The  Chairman.  I  do  not  laK^w  wbewer  ihiem  is  a  gap  or  not,  but  we  would  be 
very  glad  to  hear  from  you. 

STATBMBNT  OV  MB.  HBBBBBT  J.  BKOWNS, 

The  Chairman.  Will  you  give  your  nam^  to  tlje  reptortei:? 
Mr.  Browne.  Herbert  J.  Browne.       •    •    /  . 
The  Chairman.  Whom  do  you  represent? 

Mr.  Browne.  I  am  a  farmer;  I  am  not  representing  anyone  but  myself.    I  have 
some  information  that  I  think  will  be  of  service. 
The  GHAiftMAN.  Where  do  you  live,  Mr.  Browne? 

Mr.  Browne.  My  residence  is  in  Pennsylvania.  I  am  in  Washington  a  great  deal 
of  the  time.  I  am  largely  devoted  to  traveling.  My  work  is  the  work  of  an  econo- 
mist, and  1  spedaliise  on  agiicultuzal  eccmoimcB,  at  present  in  couMctlim  wj^  ^  * 

weather. 

The  Chairman.  Are  you  associated  with  the  Government? 
Mr.  Browne.  No,  sir. 

The  GnAmMAN.  I  did  not  clearly  get  your  connectioiAf 

Mr.  Browne.  I  am  a  farmer.   I  am  a  practical  feunner,  among  other  things. 

The  Chairman.  I  heard  that. 

Mr.  Browne.  I  am  directly  interested  in  an  analysis  of  weather  ccmditions,  qrop 
variations,  crop  abnormalities,  all  of  which  enter  Into  the  problem  of  insipaace. 
The  Chairman.  Are  you  doij)^  this  on.your  own  hook? 

Mr,  Browne.  Yes,  sir. 

The  Chairman.  At  your  own  expense?  ' 
Mr.  Browne.  Yes,  sir. 

The  Ghairkan.  Do  you  not  use      material  that  you  gather? 
Mr.  Browne.  Yes,  sir;  I  turn  it  into  magazine  articles. 

The  OHAmcAN.  ISM  ts  wfaiat  I  wanted  to  get.  We  want  a  picture  of  you  here  in 

■fliis  record. 

Mr.  Browne.  A  series  of  four  articles  has  just  appeared  in  the  Dearborn  Independ- 
ent, Mr.  P'ord's  paper,  on  the  weather  and  the  production  of  food,  in  which  I  am 
advancing  the  proposition  that  the  Goyernment  needs  to  interpose  to  stabilize  prices 
for  farmers,  and  particularly  to  start  the  accumulation  of  wheat  against  a  period  in 
which  there  will  be  practically  an  entire  and  perhaps  universal  crop  failure  in  wheat, 
and  it  is  necessary  to  conswve  human  life  that  me  Government  should  intervene 
and  begin  the  storage  of  wheat,  which  will  have  the  double  benefit  at  stabilizing  the 
price  tot  the  fumers,  who  at  present,  when  th^re  is  a  latge  crop,  produce  the  wheat 
at  a  loss,  and  can  only  get  a  price  that  pays  the  cost  of  production  when  there  is  such  ' 
a  failure  of  wheat  that  many  farmers  ate  thrown  into  rankruptcy  by  having  no  CNfp 

THb  Chairman.  Are  you  referring  now  to  the  study  we  are  ip^l^pg  QU  t^Q  (^]xwtif>fi 
oi  insurance  or  to  this  article  in  the  Dearborn  Independent?  '    '  V 

Mr.  Browne.  I  am  referring  to  the  general  situation,  which  will  have  a  direct 
bearing  on  what  the  committee  is  now  studying,  the  necessity  of  insurance.   Insurance  ^ 
goea  both  ways. 

The  Chairmak.  I  did  niyt  ^t  your  thesis  a  moment  ago. 

Mr.  Browns.  The  wo^d  is  concerned  with  a  wheat  shortage.  The  crop  in  the 
United  States  this  year  will  probably  be  the  smallest  that  you  have  had  in  20  years. 
We  are  entering  into  a  period  now,  and  we  are  in  our  third  year  of  a  period  of  ab-  . 
normality  of  weather,  and  it  is  an  increasing  abnormality,  and  if  it  means  that  we  are 
going  to  see  in  the  United  States  a  repetition  of  the  disaster  of  the  Volga  Basin,  it  means 
that  the  Government  alone  can  intervene  and  protect  the  sitiiation.  That  means  to  , 
protect  its  own  people  against  a  food  shortage  by  accumulating  wheat-   Instead  ^flf*^ 
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•providing  for  a  market  for  export,  accumulate  the  wheat  in  the  United  States.  We 
have  warehouses  enough  and  we  have  elevators  enough  to  permit  of  that  accumulation^ 

The  CHAmBCAN.  It  is  an  interesting  doctrine,  but  an  entirely  new  one  to  me.  I 
Sive  been  tan^  tfie  story  that  one  of  the  csoses  that  has  kent  down  the  prices  of 
ffrm  productsbelow  the  point  of  the  cost  of  production  was  the  rarplus  whidi  Jm» 
smothered  the  fttrmerB  of  me  country. 

Mr.  Browne.  Yes,  sir.  ,       ,  j 

The  Chairman.  Now,  you  say  we  are  going  to  have  a  food  shortage  and  .that  we 
ought  to  begin  to  store  up  our  wheat  against  that  shortage. 

Mr.  Browne.  Yes,  sir. 
'  The  Chairman.  Against  the  day  of  famine? 

Mr.  Browne-  Yes,  sir. 

Thb  OAUaaitAK.  Well,  go  ahead.  ,    ^  ^  t 

Mr.  Browne.  A  statement  was  made  yesterday  before  the  American  Academy  of 
Sdence  at  its  meeting  here  in  the  National  Museum  by  Dr.  C.  G.  Abbot,  who  has 
been  for  a  number  of  years  at  the  head  of  our  astrophysical  service,  in  which  he  states 
that  beinning  about  three  years  ago  the  amount  of  the  sun's  heat  reaching  the  earth 
had  decreased  until  at  the  present  time  it  amounts  to  3  per  cent  lees  than  the  normal, 
and  it  is  continuing  at  that  low  level,  the  lowest  that  has  ever  been  recorded  since 
they  began  their  observations  in  1905.  There  has  never  be«a  anything  l*e  it  smce 

that  date.  *  *  • 

The  Chairman.  You  say  the  crust  of  the  earth  and  the  atmoiphffffe  sunomutingit 

is  g&ig  <l(k>ter  year  by  y«*i? 
Mr.  Browne.  Yes,  sir;  at  present. 
The  Chairman.  Is  that  gomg  to  conjimie? 

Mi.  Browne.  I  can  not  tell. 

The  Chairman.  What  is  your  view  on  the  subject?  .  ^  . 

Mr.  Browne.  My  view  is  that  it  might  continue  during  this  period  of  maximum 

sun  spots.  .  . 

The  Chairman.  I  do  not  know  how  long  the  sun  spots  are  gomg  to  ConUnue. 
Mr.  Browne.  The  sun  spots  run  in  cydes  of  11  ysatt  and  1  montn,  and  the  maxi- 

iatm  of  sun  spots  will  come  in  1926-27.  .      .x,  ^ 

According  to  some  very  sound  meteorological  observations  which  can  be  gathered 
we  come  into  a  period  of  sun  spot  maxima  in  1926-27,  and  if  it  should  be  accom- 
panied by  a  serious  volcanic  explosion,  throwing  into  the  atmosphere  of  the  earth  a 
large  quantity  of  volcanic  dust,  we  would  have  undoubtedly  m  1926-27  a  repeUfaon 
of  the  conditions  on  the  year  1816,  which  is  known  as  the  ye» '^f'*^^  SUflmCT. 
In  that  year  no  crops  were  raised  north  of  the  FOtomac  and  the  Ohio  Kivers.  in 
New  England  that  year  is  known  as  the  pov^y  year.  There  were  no  crops  raised  m 
New  En«Umd  in  that  year,  Th^  was  snow  and  ice  in  every  month  of  the  year. 
'  iBhdiM  ^  have  a  repetition  of  those  conditions  in  the  year  1926-27  it  would  take  the 
entire  power  of  the  Federal  Government  to  save  human  life  in  the  Umted  States,  and 
live  stock  would  have  to  be  killed  in  order  to  save  the  meat.  You  could  hardly  save 
enough  live  stock  under  those  con,ditiP»e  for  breediog  purposes.   And  this  is  a  repeU- 

tion  of  an  historical  year.        '  m  ^  ^  t 

The  Chairman.  You  mean,  then,  that  in  the  next  few  J«sm>  <m  MComrtof  sun 

spots  the  decrease  in  the  heat  of  the  sun's  rays  wil  be  suffiGMint  to  curtaii  tne  pto- 

auction  of  foodstufEs  in  the  WOTld?  ■         ^  ^  ,t  ,     «  • 

Mr.  Browne.  Yes,  sir.  In  ofJiet  wolds,  what  happened  to  the  Volgp  Bmim  cw 

happen  all  ovAr  the  world. 
The  Chairman.  It  has  got  to  be  pretty  cold  to  do  that? 

Mr.  Browne.  No.  sir;  the  present  change  of  3°,  if  continued,  would  be  suf- 
ficient. According  to  the  estimates  of  Prof.  Ellsworth  Huntington,  of  Yale  CoUege, 
thev  show  that  a  decrease  of  4°  if  continued  would  reach  the  glacial  period. 

The  Chairman.  If  it  became  4^  colder? 

Mr,  Browne.  And  maintained. 

l^e  COMsatAiS.  Ti^% tiumb^of  y^m? 

Mr.  Browkb.  Yes,  sir.  ,    ,      ,     ,   .  ,  . 

The  Chairman.  Then  perh&ps  we  would  get  back  to  the  glacial  penod? 

j^jj.  2iiowNE  Y'es  sir 

The  Chairman.  How  are  you  going  to  get  back  to  the  glacial  period  when  around 
here  it  rarely  gets  below  freezjgDig  aad  in  summer  is  very  much  above  the  point  of 

^^Mt^'browne.  I  say  if  we  get  IwemaneBtiy  an  ftvenge  of  4»  lower  of  the  cmJi's 
temperatuie,  according  to  Vni.  Ellawoi^  Buntioglboii'^B  eOsamm,  we  wiU  get  to 
the  glacial  p^od. 
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i62  ^y^}aA3:io:er.  of  qbop.  i^^y^o^i^ca^. 

^  The  Chaihman.  Do  vou  believe  his  statement  that  4*^  decrease  would  do  it?  • 

Mr.  Brown K.  Yes;  I  believe  that  is  generally  accepted  by  metorologists. 

The  year  1S16  is  a  year  of  record.  I  was  a  New  Hampshire  man,  Senator,  and  my 
grandfathers  were  youpg  farmers  in,  1816,  I  h^ve  l;Leard  ol  the  record  of  th^^t  ye9^ 
from  them. 

•I  have  here  Pierce's  records  wliich  give  the  record  of  that  period  month  by  month. 
There  was  snow  and  ice  in  every  month  of  the  year. 
The  Chairman.  In  New  Hampshire? 

Mr.  Brown.  All  over  the  country  north  of  the  Potomac  and  Ohio  Rivers.  Thexe 
was  hall  an  inch  of  ice  in  Philadelphia  on  the  4th  of  July,  and  in  June  there  were  4 . 
inches  of  snow  all  over  New  England.  With  the  exception  of  a  little  hay,  there  were 
no  crops  raised  in  New  England  at  all.  The  farmers  either  salted  down  the  meat  of 
their  rattle  or  sold  their  c  attle  to  more  fortunate  neighbors  who  carried  over  enough 
hay  crop  to  maintain  them,  for  $6  and  $7  a  head. 

The  Indians  had  a  tradition  of  a  famine  in  the  Mississippi  Valley  in  which  the 
buffalo  and  deer  entirely  disappeared,  and  the  Indians  on]y  survived  by  being  able 
to  get  to  the  lakes  and  rivers  and  secure  fish. 

There  is  a  rock  in  the  Ohio  River  near  Pittsburgh  which  has  only  been  uncovered 
twice  since  we  have  been  in  the  country,  and  when  it  was  uncovei^ed  last  they  found 
on  the  rock  below  low-water  level  marks  which  were  apparently  put  on  by  the  Indians 
themselves  to  show  the  low-water  bench  mark,  probably  of  that  traditional  yf^ar 
drought.  *  .  ^ 

The  Chairman.  The  cold  weAl3ber  would  be  accompanied  by  lack  of  moisture, 
then? 

Mr.  Bbowne.  It  was  at  that  time  and  it  probably  would  be  this  time,  but  you  do 
not  have  to  have  continuous  cold  weather  to  spoil  crops.  You  only  hxve  to  have 
cold  waves  such  as  they  had  in  that  year  1816. 

Now,  lon^-range  forecasting  meteorology  is  almost  on  the  verge  of  becoming  practical. 
The  Canadian  Meteorological  Service  is  now  establishing  stations  in  the  far  north  on 
the  Mackenzie  River,  and  will  have  some  on  the  Arctic  shore.  They  will  have  two 
and  we  will  have  three  stations,  and  at  no  great  expense.  It  will  not  cost  as  much 
as  to  maintain  one  torpedo  boat  to  maintain  all  five  stations,  and  we  will  get  five 
days'  warning  of  cold  waves  that  wiU  spoil  fruit,  and  wifji  five  days'  warning  any 
orduffd  that  can  not  be  protected  is  not  well  handled.  At  the  present  time  we  get 
36  hours'  warning  of  a  cold  wave  and  tibat  is  not  sufficient  for  ihiem  to  protect  toe 
orchards. 

The  Chaxmiak*  Of  cousoeg  that  all  dep^ids  upcm  ^  nuiaba  <^  49i;cpQs  .b#oir 

freezing? 
Mr.  Browne.  Yes. 

The  Chairman.  I  know  something  about  smudge-pot  protection.  You  can  not 
raise  the  temperature  over  6°,  and  in  order  to  raise  it  that  much  there  must  be  a  very 
slow  air  movement. 

Ifr.  Browne.  Yes;  liaise  fruit. 

The  Chairman.  Your  theory  is  that  if  you  are  going  to  have  a  tremendous  cold 
blast  for  four  or  five  days,  several  degrees  below  freezing,  you  will  be  able  to  protect 
the  fruit.  Yon  pould  not  do  any^iiiig  to  prot^  it  .exo^t  by  building  a  ^  i^oond 

each  tree.  .*  , 

Mr.  Browne.  Yes;  I  understand  that. 

Now,  one  of  the  Japanese  meteorologists  has  carried  on  the  work  far  enough  to  fore- 
cast the  failure  of  all  the  rice  crop  in  northern  Japan.  We  are  now  far  enough  along 
to  forecast  weather  conditions  that  for  ahead. 

I  have  not  only  used  my  own  data  but  that  of  others  and  was  able  to  beat  the  Goy- 
emment  by  two  months  on  their  report  on  ^dnter  wheat  this  year.  I  appeared  befcxre 
the  House  Committee  on  A^culture  on  the  6th  of  February,  at  wMdi  twie  I  kmomt 
the  wheat  condition  which  is  now  confirmed  by  the  Government. 

The  Chairman.  What  was  your  forecast? 

Mr.  Browne.  My  forecast  was  that  the  winter  w^eat  was  £oing  to  be  very  badly 
damaged. 

The  Chairman.  Did  you  assign  any  reason  for  that  prophecy? 

Mr.  Browne.  I  did;  the  failtire  of  snow  covering;  on  the  western  plains  and  the 
very  small  amount  of  rain  which  fell  last  fall  in  the  whole  country  meant  that  we  wen 
goir^  to  have  a  very  serious  blow  ahead  of  the  winter's  wheat.  That  is  more  than 

confirmed  now  by  the  conditions  which  have  developed. 

The  Chairman.  How  did  yoa  reach  that  ooi^yclusion  io  anticipatioA  of  ti^ii  o^m^ 
rence  of  this  hazard? 

Mr.  Browne.  The  hazard  was  to  my  mind  and  to  the  minds  of  those  who  work 
along  the  same  lines  that  1  do,  evidenced  by  the  very  small  fall  of  rain  all  through 
last  fall.    We  had  practically  a  drought.   Also  by  the  position  of  tiie  Aleutian  low, 
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the  low  of  the  Aleutian  chain,  which  wa^  ou  t  of  its  position,  and  that  the  lows  which 
pafisine  over  the  conntrv  were  too  far  north,  gaming  m  Mtality  when  over  P^ew 
Bngland,  which  ^^ave  New  En-laud  the  lieaviest  snowfall  of  many  years  andpro- 
du6ed  the  lon-c^t  winter  season  on  the  Atlantic  coast  of  which  we  have  any  [erord. 
It  was  evident  if  those  lows  were  goin§;  to  cross  at  40  there  would  he  a  dry'  spell  aaow 
the  United  States.  It  was  obviouB;!*  could  not  be  avoided.  In  conjuncUon  with 
•Uiat.  we^  have  had  last  year  a  \ery  abnormal  rondition  indeed  due  to  the  passap 
Oi  tlie  lows  too  far  north  and  too  numerous,  and  we  got  a  -reat  ]>roci]utation  on  the 
Gulf  coast   That  was  what  set  the  cotton  back^  sq  lar  as  ram  was  concerned,  all 

throudi  the  early  part  of  last  spring.  t    - j  •*  ^^.ia 

I  did  forecast  that  in  Februarv  of  last  year  and  it  came  out  as  I  said  it  wwjd.  ^ 
The  Chairman.  Have  you  forecast  any  losses  that  might  occur  through  the  mis- 
behavior of  nature  tlus  summer?  *  *u«*  ™ 
Mr.  Bro  vNE.  Yes,  sir.   We  are  going  to  have  the  smaUest  crop  of  wheat  fliat  we 

have  had  in  tliis  country  in  20  years.  j  i  .  ^+  +;^^ 

*  ThB  Chairman.  And  many  things  may  occur  between  now  and  bar  .  est  time. 
Mr.  Browne.  Certain  things  ine>.  itably  will  occur.   We  are  going  to  have  a  amaU^ 

acreage  in  ^cing  wheat  and  it  will  come  out  badly- 

The  Chairman.  Wliat  is  your  estimate  for  1923?       „  ^       ,     ^  *  ,  .  ^ 

Mr.  Browne.  1  say  the  wheat  crop  will  be  the  smallest  that  we  have  had  m  20 

^^e  Chairman.  I  think  the  Department  of  .Agriculture  says  590,000,000  budiels, 

as  I  remember  it.  .  ^ 

Mr.  Browne.  That  is  a  very  small  crop,  is  it  not.'  u  a 

The  Chairman.  Then  on  account  of  those  tmtoward  conditions  that  are  bound 

ti  occur  in  the  future,  due  to  lack  of  eim  hm^U  4a  you  thzni  we  ought  to  ^ure  the 

croT)3*^ 

Mr  Brow  nf.  I  do  not  see  how  the  (iovernment  can  vory  well  insure  crops. 

The  (  H  MUM  V  v.  T  am  not  speakintr  about  the  Government  insuring  them  neceB- 
sarily.  What  have  you  on  that  line,  ^*Ir.  Browne— on  the  queatioil  of  crop  insurauGe, 
which  is  the  subject  matter  under  discussion. 

Mr.  Bkowne.  The  personal  element  enters  so  laigdy  into  crops  that  the  msurance 
ol  &e  result  ef  tlie  crop  is  a  very  difficult  thing.  You  can  insure  asainst  hail,  you 
can  insure  aiadnst  frost,  but  you  can  not  insure  against  the  personal  equation  that 
enters  into  ^  failure.  You  have  your  climate  No.  1,  too  much  or  too  little  ram. 
You  can  kill  a  crop  with  too  much  rain  just  as  weU  as  you  can  kill  it  with  too  little 
rain.  You  can  kill  it  with  too  much  heat  just  as  well  as  with  too  much  cold,  i  ou 
can  killit  with  germs  a?  well  as  in  any  other  way.  ,         *       *  *i.  a^.^ 

You  have  got  an  average  of  about  30  per  cent,  I  think  is  about  what  the  figures 
stand,  on  vour  wheat  shortage.  I  think  it  nins  about  30  per  cent. 

Taking  the  years  1910  to  1920,  and  I  have  left  out  two  years  in  that  you  had  an 
average  of  32.7  per  cent  ef  totiSl  loases.  Those  aie  flie  igricultual  Department  a 

^*lS^*910  it  was  33.8;  1911,  37.7;  1912,  29.5;  1913»  23.5;  I  top  then  to  1916,  38.7; 
1917,  36.3;  1918,  25.7;  1919,  37.  6;  and  1920,  32.2. 

Now  your  insurance  is  broadlv  of  two  tvpes;  that  is,  a  verUcal  insurance  or  nori- 
zontal  insurance.  If  vou  have  cooperative  movements  over  a  mde  enough  territory 
you  can  get  horizontal  insurance,  but  vertical  insurance  is  largely  the  old  insurant 
where  men  insured  themselves.  It  was  cheaper  to  cairyJIaB  risk  themaelvee  than  to 
pav  the  money  to  have  some  one  else  eanry  it  for  them.  There  are  some  laige  ooncetna 
to-'day  thatcttnylMlrevniiiMtiBaea  bedavseil^k 

^*  The^AiRMAN.  Have  you  made  a  study  of  crop insuranoe and  the xeenkta  that  hafv# 

been  obtained  by  the  insurance  companies?  . 

Mr,  Browne.  No;  I  have  not.  The  insurance  companies  have  got  to  make  their 
data,  I  think  it  is  obvious,  on  the  basis  of  the  broadest  risk;  therefore  it  makes  a  very 
expensive  insurance  to  the  insured.  There  is  not  enough  data  to  make  insurance  on 
crops  a  scientific  risk  to-day.   We  haven't  got  it.         ,     , ,      ,        ,  . 

The  Chairman.  Do  you  not  think  the  Government  should  go  forward  in  assisting 
in  the  colleetiea  and  dieaesnination  of  data  of  this  ki^d  that  woiJd  make  that  ufiuaaoe 

practicable  and  pon&le?  ,  ,  , 

Mr  Bbowne.  Beyond  question,  and  I  think  on  top  of  that  that  the  C»ovemmcnt 
•bould  extend  the  ability  of  the  Weather  Bureau  and  of  the  .\^troph>  sical  r>ureau 
to  get  material  which  will  give  us  these  forecasts.  We  are  right  on  the  edge  now  of 
being  able  to  definitely  have  seasonal  forecasts.  We  need  to  have  the  Siberian  stations 
reestablished  by  the  Russian  Government  and  we  need  to  have  a  correlation  of  all  the 
weather  stations  of  the  world.  a<.  . 
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Here  we  have  had  a  Navy  radio  station  in  Washington  for  a  number  of  years  and 
I  ha^  c  been  unable  to  find  that  until  very  recently  there  has  been  any  effort  made  to 
obtain  daily  reports  from  the  hundreds  of  vessels  which  travel  what  we  vnW  call  the 
weather  centers  of  the  seas,  in  order  that  we  might  have  the  aid  of  their  information. 

The  position  of  the  high,  which  is  usually  located  near  the  Azores  in  the  Atlantic, 
and  at  the  Pacific  high,  which,  is  located  between  San  Francbco  afid  &e  HawaiiM 
Manda,  the  position  of  tiie  Aleutian  low,  and  et  tiie  Icelandic  low  are  four  barametera. 
If  we  had  their  movements  we  could  forecast  weather  in  the  United  States  a  week 
ahead  of  what  they  do  now,  but  we  do  not  get  the  data,  yet  it  is  available,  vessels 
plying  in  that  service  aU  the  time.  Th^  needs  to  be  aome  momy  wpmt  on  those 
two  services. 

The  Chairman.  You  say  you  could  forecast  seasonal  changes.  How  far  would 
that  he  in  the  future?  •  ^  ^ 

Mr.  Browne.  Well,  one  season  in  advance  certainly.  There  are  certain  condi- 
tions which  overlap.  II  we  have  had  a  very  dry  fall  west  of  ti&e  Miarissippi  through 
the  pl^ns  we  can  forecast  the  condition  of  wi^t^  wheat  for  the  fcdlowing  year.  If 
we  have  a  very  heavy  Canadian  

The  CHAnmAN.  Pardon  me.  la  the  D^Mfftmmt  of  Agriculture  doug  11ia$  or  afe 
you  doing  it? 

Mr.  Browne.  I  am  doing  it  in  conjunction  with  quite  a  number  of  meteorologists 
working  independently.  The  Government  has  no  monopoly  of  the  meteorological 
8er\  ice.  There  is  a  good  deal  of  work  done  in  the  governmental  agencies,  but  they 
do  not  do  it  all.  _ 

The  Chairman,  Are  you  supplying  this  information  for  Mwry  F(ard? 

Mr.  Browne.  Yes,  ffiLr.  . 

The  CBua&MAK.  You  are  in  Ms  esaploy? 

Mr.  Browne.  No,  sir. 

The  Chairman.  But  you  do  supply  him  with  records  of  this  kind? 

Mr.  Browne.  Yes,  sir;  I  am  not  an  employee  of  Henry  Ford. 

The  Chairman.  Do  you  have  superior  facilities  to  thoBe  of  the  Department  of 

Agriculture? 

Mr.  l^RowNE.  No;  but  I  say  we  are  a  little  freer.  If  we  discover  a  fact  we  do  not 
have  to  prove  it  up  for  20  years  before  we  are  willing  to  announce  it.  A  Goverasoei^t 
department  is  compdfed  to  be       ooiiswvalive  and  uidependmt  agencies  9m  not. 

Thft  nwAmMAwTTlw  finvftmiiaent  6rfle<*te  fagtB and  atatiBticM  mod  reports,  and^rou 

prophesy? 

Mr.  Browne.  No,  sir;  we  collect  statkides  and  report;  but  we  do  i^mon  quickly 

than  the  Government  does. 
The  Chairman.  Do  you  sell  your  service? 
Mr.  Browne.  Yes,  sir. 
The  Chairman.  You  have  clients? 

Mr.  Browne.  I  have  certain  clients.   I  put  tfaeminto  cotton  a  year  agoin  Fefaruarjr 
at  16  cents  and  they  sold  out  at  28. 
The  Chatbman.  Youputwl^ia? 
Mr.  Browne.  My  clients. 

The  Chairman.  You  told  l^wi  to  buy  cotton  at  16  crate? 

Mr.  Browne.  Yes,  sir. 

The  Chairman.  And  you  told  them  to  sell  it  at  28? 

Mr.  Browne.  No;  they  sold  it  when  they  were  ready. 

Senator  Keyes.  They  did  not  hold  on  long  enough,  did  they? 

Mr.  Browne.  They  did  pretty  well.  I  put  them  into  wheat  m  October,  and  tiiey 
are  already  halfway  to  their  mark.  I  told  them  they  were  going  to  pay  a  d^Iar  ttd 
a  half  for  wlleatin  October,  and  they  are  operating  on  Uiat. 

The  Ghairmak.  Well,  that  is  interesting.  Am  you  tiiink  seriously  that  under 
your  scheme,  your  bureau,  and  your  serviM  ym  caa  prophesy  soaaonal  conditions^ 
that  is,  from  90  to  100  days  ahead? 

Mr.  Browne.  Yes,  sir. 

The  Chairman.  And  thereby  you  can  determine  what  the  harvest  shall  be? 

Mr.  Browne.  I  think  so.    I  think  we  are  that  far  along.  ' 

The  Chairman.  Gettii^  back  now  to  the  (»%hial  propoflitioiiL  wlddb  periiua  aiay 
be  remotely  connected  to  the  subject  of  the  inquiry,  you  Iftdlik  IkMim  mjpt  mm 
to  begia  to  conserve  our  foodstuffs? 

Mr.  Browne.  Grdu— particularly  the  food  grains.  Wheat  is  the  one  that  we  cotdd 
start  beat  on.  The  couervataon  of  wheat  by  the  Goveni^^ 

The  Chairman.  If  this  great  disaster  proves  comparable  to  the  glacial  i>eriod  in 
the  geological  calendar,  then  the  price  of  wheat  will  naturally  ascend  in  the  next 
few  years. 
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Mr.  Browne.  Yes.   Mind  you,  I  have  not  predicted  that   I  SMrely  used  the 
glacial  elemrat  according  to  nof.  Elsw^rth  Huntington,  ct  Yale  College,  who  based 
It  on  4^  dee&ie  in  Ae  nosmal  earth'a  tenpesatore,  and  Doctor  Abbot  aays  it  is  now  3^ 
below,  and  has  been  so  since  January. 
>  The  Chairmai^.  And  that  will  continue  for  ll.jwn? 

Mr.  Browne.  No;  I  merely  say  what  will  happen  within  90  days.  I  can  not  saiT 
about  that.  It  is  apt  to  continue  during  this  period  of  maximum  sun  spots  at  which 
we  are  now.  Probably  in  the  next  few  years  it  will  rise.  In  1926-27,  when  we  have 
the  maximum  sun  spots,  is  the  danger  period.  At  the  time  of  maximum  sun  spots, 
if  there  is  a  serious  volcanic  explosion,  there  will  be  thrown  into  the  earth's  atmosphere 
very  much  like  a  blanket  of  volcanic  dust,  and  that  interferes  with  the  sun's  rays, 
BO  tibat  the  heat  of  tbs  son's  rays  on  the  earth  is  less  than  normal. 

In  lftl6  Tomboro  Maw  up  in  one  <rf  the  Dutch  East  Indies  and  threw  into  the  atnras- 
phere  something  like  2,800  cubic  miles  ot  volcanic  dust,  and  within  90  days  that  wu 
extended  all  over  the  world.  It  spread  over  England  and  over  eastern  and  wegbem 
Europe,  and  it  also  extended  into  Africa,  and  lai^ely  over  the  globe. 

Now  we  are  running  into  another  volcanic  period.  Every  day  we  read  something 
about  earthquakes,  and  volcanoes  usually  follow.  So,  I  say  if  a  series  of  volcanic 
explosions  occur  in  1925  and  1926,  so  that  the  dust  will  be  in  the  atmosphere  at  the 
time  of  the  sun-spot  maximum,  we  can  look  for  a  repetition  of  1816. 

An  Rtigliah  BciemtiBt  hy  tiie  name  of  ^  WiUiajn  Beverage,  a  very  prominent  man 
in  Great  Britain,  has  ma^CTOtttically  worked  out  a  lot  «f  the  sequence  of  famine,  and 
his  work  is  accepted  as  being  very  important  and  as  part  of  the  principai  statistical 
papers  of  the  w(md,  and  he  has  worked  out  a  cycle  which  checks  up  on  every  serious 
femine  which  the  world  has  had  since  we  have  had  any  history  of  it.  There  was  quite 
an  article  on  it  in  the  Literars'-  Diojest.  You  can  send  and  get  the  statistical  papers  in 
the  Library  of  Confess,  which  will  give  his  mathematics  and  his  words.  He  has 
checked  up  on  a  period  of  271  years,  which  is  composed  of  two  periods,  one  of  123  and 
one  of  148  years,  the  coincidence  of  everv  great  famine  that  haa  occurred.  He  was  of 
the  opiuon  it  might  fait  us  in  1923«  I  did  not  accept  his  figures  because  I  have  a  little 
d^erant  jbasii  of  iraridng  it,  but  it  checks  up  oa  1927, 

The  CuAiaxAN.  Four  years  from  now  iatm  ffoni^e? 

Mr.  Browne.  Yes,  sir;  1927.  And  if  anyone  eaves  to  do  a  little  multiplication  they 
will  find  that  the  1927  period  checks  back  on  his  271  years'  data  to  the  jrreat  famine  of 
the  period  of  Diocletian,  which  occurred  in  300.  and  checks  back  to  Pharaoh's  time. 
There  have  been  four  famines  in  Ee:ypt,  includinsr  that  of  Joseph,  seven  famines  in 
India  since  the  British  occupation,  in  which  15,000,000  lives  were  lost. 

The  Chairman.  Is  this  famine  to  be  a  wheat  famine,  a  corn  famine,  a  cattle  famine, 
m  everv  kind  of  a  famine? 

Mr.  Btiomsm.  it  witi  be  every  kind  of  ciop  fiuoine  you  can  think  of. 

I  do  not  expect  any  congresaionai  consaittae  to  acc^t  my  dite  as  settliog  anything, 
but  I  want  to  direct  to  your  minds  &e  fact  that  «f  the  mostsmwssdeatistBm 
.^e  world  have  been  workins^  on  this  question  for  years  and  their  minds  ape  concen- 
trating on  periodicity  of  crop  variations  traced  back  to  tlie  action  of  the  sun,  and  the 
sun  is  well  known  to  be  a  variable  star,  and  the  change  in  the  sun's  heat  is  the  thing 
which  finallv  determines  whether  we  get  crops  or  do  not. 

I  do  not  think  we  are  going  to  have  a  return  of  the  glacial  epoch,  but  I  do  tMnk  the 
signs  UB  \&ry  envious  tioat  we  are  ahready^  in  a  period  oi  very  serious  ahnotmalities  of 
weath^.  Now  whether  it  is  too  mudhTain  or  too  little  rain,  or  too  much  heat  or  too 
much  cold,  if  it  destroys  the  crop  it  becomes  a  matttf  of  seriotts  consideratum,  and  no 
e&GTt  of  monetary  insuraacie  is  goine  to  slop  ft.  The  sreiat  ptoviaioot  has  got  to  be 
through  storage. 

The  Azt'^cs  stored  food.  They  had  records  running  back  over  a  long  period,  and 
they  stor  d  tli^  ir  grain  over  against  what  had  occurred  so  often  that  they  knew  there 
was  going  to  be  a  crop  failure  in  Mexico  once  in  every  so  ot't^n.  Tho  fncas  did  the 
same  thing.  And  with  the  lesson  of  the  Egyptian  lamiue  1  think  it  U  a  good  thing 
told^intb. 

The  ORMaHAN.  It  is  ver^  interesting^  ladaed.  Have  you  advisad  Mr.  H^Euy  F<H:d 
of  your  thoi^ht  along  the  line  of  the  food  trouble? 

Mr,  Browne.  I  have  advised  his  editor  of  it.  They  have  thought  enough  of  it 
to  print  a  series  of  four  articles,  the  first  one  of  which  was  on  the  2!th  of  March,  and 
the  7th  and  14th  of  A  pril,  and  it  is  receiving  more  atteolion  abroad  than  in  the  United 
States. 

Sir  William  Beverage's  work  over  there,  which  appeared  in  the  magazines  last 
year— the  one  most  important  appeared  in  December  of  last  year — has  attracted  wide 
attention  and  ia  being  studied.  Unfortunately,  scientists  as  a  rule  are  very  conserva- 
tive men  and  Ibey  omfine  A&t  obearvations  to  very  asMitific  papers  and  it  does 
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not  get  to  the  public  mind  as  broadly  as  I  ahwild  wish,  but  anyone  who  will  read  a 
book  like  this,  Pierce's  Weather  Recorda,  and  get  the  history  of  the  year  1816,  and 
what  occurred  in  the  United  States  and  conavder  that  that  was  governed  hj  the 
sun-spot  maxima  period,  a  55.6  vear  period,  and  that  we  will  come  into  the  second 
55  6  vear  period  in  1926  -27.  and  that  we  are  running  into  an  earthquake  period,  and 
that  Vol ranir  explosions  usuallv  follow  earthriuakes.  and  that  if  ^^le^^t^W™" 
together  we  will  have  the  climate  right  here  in  the  United  States  that  we  had  in  1815, 

and  it  will  l)e  world-wide.  '  .  \t     *r      -i.-        •  tx.^* 

The  Chairman.  Will  those  earthquakes  occur  in  New  Hampflhure  or  in^  that  part 

of  the  countrv?  ' 

Mr.  Browne.  No.  '  ^ "  ' 

The  Chairman.  Or  out  on  the  Pacific  coast? 

Mr.  Browne.  No;  there  are'twb  weak  spots  in  the  earth  s  crust,  one  which  runs 
fnJm  the  Aleutian  chain  down  through  California  to  Chile;  that  is  the  north  and  south 
chwn  and  the  other  is  an  east  and  west  chain  that  begins  at  the  foothills  ot  tHe 
Himalavas  and  runs  through  Asia-Minor,  across  Italy  and  Spam.  There  are  two  or 
three  theories  as  to  what  set  them  going,  but  it  does  not  make  any  difTeareaace  m  long 
as  we  can  figure  there  is  a  periodicity  about  it  and  that  volcanic  e:<ploMona  »ai»U.y. 
follow  the  earthquake  period-  That  seems  to  be  pretty  weU  devdoped. 

My  sole  object  in  intrudikig  this  upon  the  committee  was  to  give  you  a  thougtit 
whidi  would  perhaps  make  it  advisable  to  look  further  into  the  same  subject,  because 
the  data  is  available.   You  can  get  Doctor  Abbot  from  the  Astrophyaical  Service, 

who  can  tell  vou   ^         ,     ,  j  .<r    w  ;^ 

The  Chatrmax  (interposing).  Well.  Mr.  Browne.  I  apprehend  some  difficulties  in 
working  out  the  problem  of  crop  insurance,  but  how  to  keep  the  sun  shedding  umm- 
paired  its  heat  ravs  is  something  that  I  do  not  know  how  a  congreasibnal  eoommw 

could  work  out.  ,      ,  . ,    t      ji       i j  *v       i>  +v>« 

Mr.  Browne.  No,  sir;  but  insurance  has  been  pretty  broadly  fxAA  through  the 
world.  We  insure  prettv  nearly  everything.  We  try  to  stabilize  everything  too, 
wages,  Balaiies,  railroad  "freight  rates.  We  have  got  stabiUzation  pretty  well  sold 
to  the  public,  and  if  so  simple  a  matter  as  the  GovernraQpt's  intervention  in  the 
storage  of  wheat  would  accomplish  a  double  result— a  triple  result— stabiUze  the 
nrice  to  the  farmer,  who  loses  money— who  is  killed  by  his  own  prosperity.  If  he 
gets  a  big  crop  and  there  is  universally  a  big  crop,  the  price  of  wheat  is  below  tne 
cost  of  production,  and  if  he  gets  a  small  crop,  those  who  are  f OTtnnate  rawugh  to. 
have  wheat  get  out  and  those  who  have  not  any  wheat  are  pracfacftlljr  dnvea  lllCO 
bankruptcy.   You  take  the  position  of  the  western  grain  Unmt  bMay-rit  is  »  Benous 

situatian.  m     i         i  v 

An  expert  tnm  the  Department  of  Agriculture  who  spoke  on  Tuesday  at  a  luncheon 
of  a  small  club  told  us  the  situation,  and  I  have  never  heard  such  a  pessimistic  story 
in  my  life  as  to  the  bank  conditions  in  the  West  and  the  economic  condition  whicn 
confronts  the  West.  I  think  members  of  the  Senate  must  have  been  personally  in 
touch  with  that  and  know  it  to  be  t  ue.  i  j 

The  only  time  a  farmer  can  make  money  is  when  there  has  bem  a  cuaimty  ana 
so  many  farmers  have  lost  by  failure  of  crop  those  who  axe  left  can  get  aheadL  And 
all  of  i^  encounter  in  every  directiCHa  Uie  feet  that  wlftae  the  CBop  is  boimtiM  we 
firmer  does  not  get  his  cost  ef  production.  ' 
What  man  practical  way  could  be  devised  than  the  aecumulation,  and  storage 

of  wheat?  There  is  insurance.  i.         j  *  +9 

The  Chairman.  Would  you  have  the  Government  buy  up  wheat  and  store  its' 
Mr  Browne.  No;  I  think  a  corporation  very  much  like  the  Grain  Corporation 

could  handle  it.    We  have  the  storage  capacity  and  the  elevator  capacity. 
Senator  Keyes.  What  grain  corporation? 

Mr.  Browne.  The  one  we  had  during  the  war.  h    u    -u  ^ 

The  Chairman.  That  was  a  governmental  agency  and  the  stock  was  aU  subscnbea 

by  the  Government  out  of  the  Treasmy  of  the  Govenunent. 
Mr.  Browne.  I  know,  but  the  Government  was  not  making  a  real  expenditure; 

it  was  m^y  loaning  some  meney  that  oould  be  paid  back  with  a  profit  to  the  CjQV- 

^'K'chairman.  It  got  it  paid  back  with  a  profit,  yes;  but  would  private  capital 
be  interested  in  buying  all  the  grain  in  the  country  and  stonng  it? 

Mr  Browne.  I  do  not  think  they  would  have  to.  I  thuA  the  mat^  would 
practically  finance  itself  if  the  Government  sets  the  agency  afoot,  as  it  18  doing  m 
very  many  other  directions,  I2ie  irrigation  projects  and  many  otheiB. 

rb0  O^iKMAW.  No;  M  4al  kngstion  jsofeaktam  the  Govermaeiit  ^ 

Ifr.  Bm&WKlM.  Y«;  and  gets  it  back. 
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The  Chairman.  But  who  will  supply  the  money  to  originally  purchase  this  wheat? 
Mr.  Browne.  All  right,  but  there  is  a  great  (USerence  between  the  expenditure 
of  money  and  putting  up  a  revolving  fund. 

The  Chairman.  Then  you  want  the  Government  to  go  in  and  buy  up  all  the  wheat? 

Mr.  Browne.  No^ir. 

The  ClsAiBiiAN.  Who  is  going  to  do  it? 

Ifr.  Browne.  No,  sir;  the  Govmiment  shall  advance  the  banking  funds  and  the 

amoimt  of  money  that  would  be  required  would  finally  go  into  tbs  channels  of  com* 
merce.  You  have  the  Federal  reserve  Imnks  with  enormous  credit,  and  it  is  merely 
a  matter  of  stabilizing  that  credit.  The  security  is  a  bankable  security,  and  it  ooly 
needs  a  governmental  agency  to  really  get  the  thing  going  on  a  big  scale. 

The  Sinclair-Norris  bill  would  practically  cover  it.  You  have  to  have  a  revolving 
fund  to  get  it  going. 

Well,  Senator,  that  is  about  all  I  have  to  say.  I  just  wanted  to  get  that  thought 
to  you. 

The  Chairman.  We  are  very  glad  to  have  had  your  thoughts  and  observations  in 
the  record.  I  hope  same  tidagp  which  you  may  mofe  or  kss  anticipi^  with  uncer* 
tainty  will  not  come  true. 

Mr.  Browne.  Well,  I  anticipated  the  condition  of  your  winter  wheat  crop,  and  I 
am  afraid  that  is  pretty  nearly  demonstrated  now. 

The  Chairman.  Have  you  given  us  your  local  address? 
.  Mr.  Browne.  I  am  at  the  National  Press  Club. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Browne. 

We  wUl  adjourn  now  until  to-manow  mcxmng  at  11  o'clock. 

(WhereupOTi  at  4  o'clock  and  15  minutes  p.  m.,  the  committee  adjourned  until 
to-morrow,  Thursday,  April  20, 1923,  at  11  o'dork.) 
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United  States  Senate, 
Sblsct  Committbb  on  Chop  Insurance, 

Washington,  D.  (\ 

Tfee  select  committee  met,  pursuant  to  adjournment,  at  11  o'clock  a.  m.,  in  room 
324,  Senate  Office  Building,  Senator  Charles  L.  McNary  preaduig. 

Present:  Senators  McNary  (chairman)  and  Keyes. 
The  Chairman.  The  committee  will  please  be  in  order. 

Mr.  Doyle,  whom  have  you  to  appear  this  morjiino;?  .  '   . 

Mr.  Doyle.  We  have  Mr.  J.  K.  Lesch,  western  manager  fum  depwtMBt,  mm» 

Insurance  Co. 

^"X^rMr.Le^^Udreeais  m  The  Home  Insunuice  Co.  is  ol 

^  ThJcSiiEMAN.  If  you  win  come  forward,  Mr.  Leach,  please,  and  make  such  state- 
m«mt  tus  you  are  pep(ue4  to  niake. 

jpy^fripy^iirT  cne  tKJ^.  J.  K.  liESCH. 

Mr.  Lesch.  Gentlemen,  I  have  written  down  in  .a  brief  way  my,id^*^"*S^ 
of  these  things.   I  thought  you  might  like  t»  wnte  it  iHto  the  record,  or  1  cap  re«l  it. 
The  Chairman.  Is  it  written? 
Mr.  Lesch.  Yes,  sir;  in  pencil. 

S\'»oi  KgTadX^rSy  ttfar  the  testimony  of  the  other  gentle- 
mTwhXve  bw  ^ith W  *t T^PteWi^^jr  th*tW>»e  ,Qf  *e  thyigs  I  may  say  will 

^I*l^^^h^manager  for  the  farm  department  of  the  Home  Insurance  Co.  for  sevwi 
J^re^nd  during  that  time  I  have  hoped  and  aimed  to  perfect  a  plan  of  indemnity 
contract  to  care  for  the  needs  of  the  farmer  in  connection  with  his  crops. 

Mfcompany  will  be  glad  to  extend  its  operations  in  that 
in  ite  initial  operations,  with  a  view  to  later  perfecting  some  plan  which  would  afford 
aTcontract  on  a  self-sustaining  basis.   Such  plan  is  perfectly  feasible  an*  presents  no 
diffiSK^  Stateswhere  crops  are  feirly  stable,  such  as  lUmpis,  Iowa,  eastern 

SKlSrSt  wi  find  &at  ihiMmm      m  vmbm  ^P  lud^ty  m  that 

*^ThT&AiRMAN.  Let  me  ask  you,  are  you  talking  about  hail  insurance  or  any  par- 
^cular  form  of  insurance,  or  are  you  talking  about  crop  insurance  in  generalT 

Mr.  Lesch.  Crop  insurance  in  general.  c!*-*«c     +v,«  i^r.inn9 

The  Chairman.  IPhen  you  think  it  is  only  practicable  in  two  States  of  the  L  nion? 

Mr  Lesch.  No;  I  said  in  the  States  where  crops  were  fairly  stable,  such  as  Hbnois 
Iowa  and  easterA  Nebraska,  we  are  not  able  to  sell  our  general  ^"P  P^/^^^^ . .  J,^^^ 
Deiik  Ibat  are  covered  against  bv  the  contract  do  not  seem  to  obtam  m  t.hat  particular 
S  SrtSi^^hefe  there  is  a  crying  need  for  the  protection,  the  penl. 
KrSr^eSstM^Wcertain  to  occur  as  to  make  the.premiui^i  charge  prohibiUve, 
and  the  amount  of  indemnity  afforded  practically  negligible. 

In  some  sections  our  research  leads  us  to  believe  that  no  more  than  two  normal 
crops  m?y  be  expected  within  a  five-year  period.  It  foUows  that  ti^e  .toeyears  « 
which  crops  were  abandoned,  or  practically  so,  would  result  in  a  total  loss  under  ttM 

^The  C^^^AN^^ow  could  that  be,  if  you  insure  against  hazards  and  not  a^st 
nrodti:tiXor  price?  If  there  is  a  crop  failure  in  three  years  out  of  five  aiid  the  fcrmar 
W  tie  policy  covering  fof  hail  and  tort,  W4  if  Ifajqs^   
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The  Ohairmax.  You  are  speaking  of  all  the  elementa? 

Mr.  liEscH.  Yes,  sir;  the  elements  covered  under  the  general  crop  insurance  policy. 
You  see,  for  instance,  what  I  have  in  mind  is  this:  Take  the  western  section  of  Kansas. 
I  traveled  in  that  State  for  a  number  of  years.  They  only  average  two  normal  crops 
in  five  years.  In  the  other  three  years  the  crop  is  a  failure  for  some  cause  or  other. 
Now  if  the  crop  policy  were  hought  by  the  farmers  in  that  section  and  we  had  to  depend 
upon  our  experience  in  tibAt  section  to  pay  the  losses  we  would  have  to  collect  in  a 
five-year  period  a^mlBdeiitiUBOunt  of  in«niiim  to  i>ay  tlM^  100  pi^r  ceilt  losses,  three 
years  of  failures. 

The  Thaikbian.  Is  that  a  zec^t  conditixm,  or  has  ^t  cosiditkm  obtuned  fat  a  great 

many  years.? 

Mr.  IjEsch.  That  condition  has  obtained  for  a  great  many  years. 

Now,  in  looking  over  statistics  you  may  find  that  they  show  the  average  crop  yield 
for  a  certain  number  of  years.  That  is  to  some  extent  misleading.  For  instance,  in 
Hie  two  years  when  they  have  crops  they  may  raise  30  bushels  of  wheat  to  the  acre. 
In  five-year  period  they  have  raised  60  bushels  of  wheat  to  the  acre,  which  is 
12  bushels  per  acre  for  each  year,  but  in  three  of  those  years  they  have  not  even 
threshed  it,  it  is  not  cut,  it  does  not  mature. 

Now,  in  that  section  if  the  policy  were  purchased  and  we  had  to  depend  upon  that 
particular  section  to  pay  its  own  way,  they  would  have  to  pay  a  sufficient  premium 
in  tlie  five-year  terra  to  pay  three  100  per  c@nt  Iqspes,  assuming  that  there  waei  no Joss 
in  the  other  two  years.  * 
^  I  judge  that  you  are,  of  course,  familiar  with  that  particular  section  that  I  am  refer- 
ring: to.  You  will  find  this  to  be  true  in  Kansas  and  in  some  sections  of  Nebraska 
and  Oklahoma  and  the  Fan  Handle  of  Texas— you  will  find  a  draw,  you  nUght  say,  in 
the  country;  the  rest  of  the  territory  may  be  a  total  failure  as  to  cfop,  and  yet  in  that 
low  l)ottom  they  may  produce  a  crop  cmly  every  year. 

I  do  not  want  you  to  get  the  irapression  that  in  that  entire  district  for  three  years  no 
crops  are  produced,  1)ecause  that  would  not  be  /:*orroct.  But,  speaking  now  of  the' 
upland  outside  of  those  draws,  river  bottoms,  as  they  call  them,  although  they  are  dry 
a  good  deal  of  the  year,  that  condition  does  obtain,  and  the  premium  to  be  collected 
in  the  case  I  have  just  cited  for  five  vears  would  have  to  be  practically  100  per  cent 
of  the  crop  value  far  the  two  years  when  crops  are  produced. 

The  only  way  this  coold  be  avoided  is  by  such  a  genenj  distribution  of  risk  over 
both  the  &v<»able  and  unfavorable  areas  as  to  be  sufficient  tp  produce  an  average 
proadnm  income  from  the  whole  to  care  for  the  unusual  losses  from  the  less  favorable 
territory,  and  the  expense  of  transacting  the  business  throughout  the  whole.  This 
is  perfectly  feasible  from  the  insurance  standpoint,  but  impossible  as  a  practical 
proposition,  since  our  contracts  are  unsaleable  in  the  favorable  districts.  '  . 

My  research  inclines  me  to  believe  that  the  demand  for  this  sort  of  indemnity  will 
eventually  be  met  by  some  plan,  but  it  will  not,  in  my  judgment,  be  perfected  until 
the  infitfmation  respecting  cultivation,  planting,  and  crop  yields  is  available  in  modi 
more  minute  detail  than  at  present  obtains. 

^  In  discussing  crop  insurance  you  must  bear  in  ndnd  that  the  term  "insurance 
rights''  does.not  indude  loss  or  damage  by  hail,  nor  loss  occasioned  by  faulty  germi- 
nation, but  is  limited  to  loss  arising  from  climatic  conditions,  including  frost,  winter 
kill,  flood,  drought,  insects,  and  disease,  but  excludes  loss  from  fire,  hail,  and  wind, 
these  latter  being  made  the  subject  of  specific  contracts,  and  there  is  a  superabundance 
of  facilities,  both  stock  and  mutual,  to  care  for  the  needs  in  any  and  all  sections  of 
the  United  States.  ^  • 

Thete  is  at  the  moment  a  plan  foir  covering  crop  insurance  which  appears  feasible 
and  workable  in  connection  with  insurance  of  cooperative  a^x^iations,  canning 
industries  and  like  <»gaDizations  representing  groups  spread  througnout  a  considerable 
territory,  the  insurance  of  which  covers  all  of  the  crops  in  all  of  the  territory  and 
gives  sufficient  average  to  eliminate  the  element  of  chance  incident  to  a  single  risk, 
and  places  the  business  under  the  general  average  experience. 

There  is  some  thought  being  given  to  syndicating  the  experience  of  the  companies  • 
so  that  the  unfortunate  experience  which  must,  we  believe,  inevitably  follow  an 
inauguration  of  the  crop  insurance  plan  generally  throughout  the  United  States,  will 
not  fidl  too  heavily  u]pon  any  one  company,  but  the  plan  is  necessarily  retarded, 
and  made  prohibitive  in  a  great  many  States,  by  reason  of  the  antitrust  laws  wM<^ 
prohibit  agreements  and  understandings  between  the  tciapiaiim  with  respect  to  the 
business  transacted  in  such  States. 

No  one  is  more  enthusiastic  nor  more  hopeful  than  I  that  within  a  reasonable  time 
some  plan  will  be  perfected  which  will  permit  our  company  to  safely  engage  in  the 
business,  and  we  are  hopeful  that  the  Government  may  find  some  means,  through 
some  of  its  agencies,  to  coilqpt  the  data  respecting  the  experience  of  fsumersin  a  smaller 


mdt,  at  least,  tiian  the  various  counties  of  the  various  States  of  the  Umted  States, 
and  this  should  be  done  not  only  in  connection  with  grains  and  vegetables,  but  also 
in  connection  with  what  we  teftm  fecial  risks,  such  as  trees  and  vinus  fmits  and 
bemes. 

My  duties  with  the  Home  Insurance  Co.  are  confined  almost  exclusively  to  farm 
insiu-ance  of  all  classes,  and  I  am,  therefore,  quite  enthusiastic  and  anxious  to  do  any- 
thing within  my  power  to  extend  our  operations  along  the  direction  of  crop  insurance, 
whenever  it  can  be  done  with  reasonable  assurance  of  safe^  to  the  iabmets  of  our 
stockholders.  Not  only  ai^  we  qiiiteianxioiid  to  ittkA  the  farmer  with  the  hope  of 
building  up  a  substan^al  business,  but  the  racoursfiement  of  the  industry  means  the 
creation  of  large  insurable  values  after  the  products  have  been  matured^  in  addition  to 
fubstantial  improvements  on  the  farm  properties,  the  insurance  of  which  means 
increased  premium  income  to  our  general  insurance  busineee. 

The  Chairman.  Senator  Keyes,  do  you  want  to  ask  some  questions? 

Senator  Keyes.  No:  you  go  ahead  with  what  you  want  to  ask. 

The  Chairman.  I  want  to  ask  this  question  to  clear  up  a  matter  iu  my  miiid.  How 
long  has  your  company  been  operating  in  this  field  of  crop  usmance?' 

Mr.  Lbbch.  We  bc^  in  1920;  1920, 1921,  and  1922. 

The  Chairman.  Can  you  specify  the  fawn  of  ybro  iewtwcte^ 

Mr.  Lesch.  Yes;  I  have  a  copy  here. 

The  Chairman.  I  do  not  know  as  we  want  a  copy  in  the  record.  What  does  it 
cover  particularly,  and  what  is  the  basis  of  the  charge  for  the  risk  assumed? 

Mr.  Lesch.  The  application  for  the  insurance  reads:  "Against  Iofs  or  dams^, 
except  as  hereinafter  provided,  to  the  growing  crops  herein  described  when  caused  by 
the  elements,  including  frost,  winter  kill,  flood,  drought,  insects,  or  disease,  but  ex- 
cluding loss  or  damage  caused  by  fire,  hail,  wind-ortetnado,  or  fsilue  of  aeu  to  gw- 
minate,  or  failure  of  insured  to  properly  prepare  the  ground  far  aaeding,  or  to  psroperly 
seed,  cultivate,  and  harvest  said  crops."  d 

The  Chairman.  That  oove^ps  jnst  the  cereal  crops? 

Mr.  Lesch.  No;  this  covers  any  sort  of  crops  they  may  want  to  insure. 

The  Chairman.  Tliat  is  what  I  want  to  get.    Have  you  gone  into  the  fruit  field? 

Mr.  Lesch.  No;  we  are  not  in  the  fruit;  we  have  gone  into  the  grasses,  grains  and 
vegetables. 

The  Chairman.  Have  you  handled  corn? 

Mr.  Lesch.  Yes. 

llie  Ohairhan.  ^ve  you  found  l&e  bufflness  i»ofitablet 
Mr.  Lesch.  Vo,  sir;  exbwuely  unprofitable  as  a  whole. 
The  Chairman.  The  company  has  lost  Bko&ey,  then? 

Mr.  Lesch.  Yes,  sir. 

Mr.  Doyle.  Mr.  Lesch,  that  is  due,  is  it  not,  to  the  fact  that  you  can  not  sell  your 
contract  in  the  favorable  districts? 

Mi.  Lesch.  Yes;  that  is  true.    In  the  territory  where  we  would  like  to  sell,  where 
we  could  probably  do  business  with  profit  and  wh^  the  results  show  that  we  have 
made  some  money,  we  can  not  sell.  But  you  get  out  in  thi^eection  Uiat  I  was  describ- 
ing to  you  awhile  ago  mnA  we  eoifld  diss^istel^  assets^  ^  cdmpaayin  «  v«y  Omet 
while. 

Mr.  Doyle.  You  are  still  doing  business,  are  jm  not,  or  would  hke  to  do  buoinoM 
in  the  States  of  Iowa,  Illinois,  ami  Nebrac^? 

Mr.  Lesch.  Yes,  sir. 

The  Chairman.  What  one  of  the  crops  mentioned  in  your  policy  do  you  find  the 
subject  of  the  greatest  hazards? 

Mr.  Lesch.  Well,  possibly  wheat,  because  it  is  subject  to  the  pest  hazard,  which 
does  not  affect  com  so  mucn,  and  to  excess  moiataie  at  ceftain  seasons  of  Ihe  year, 
wMdi  hr^igB  afooui  a  cooked  concUtion,  prodnces  riirWded  wheat,  inferior  in  qmiU 
ity^  and  that  does  not  affect  the  com  because  it  matures  a  little  li^«r,  and  it  gees 
Ihrough  the  nulk— what  they  call  the  milk— at  a  different  period. 

The  Chairman.  What  rate  do  you  charge  for  the  ri*? 

Mr.  Lesch.  That  depends  on  the  State  and  county. 

The  CHAiiufAN.  Dp  you  differentiate  between  the  various  crops  covered  by  your 
policy? 
Mr.  Lesch.  Yes;  we  do. 

The  Chairman,  Which  one  bears  the  highest  rate  

Mr.  LttSGH.  What  State  do  you  waat  to  mquim  about? 
^IbeGHAzftiCAK:  Well,  take  any  State. 

Mr.  Lesot.  Let  us  take  in  TeMii.  The  winter  wheat  is  $12,  fall  oataifl$12»  rye  

The  CiumfAK.  Tluvt  is  |12  an  acfe  maiimmn  insaiance? 
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Mr.  Iasch.  Twelve  per  ce»t,  I  mean;  I  aaid  $12;  12  per  c«at;  fall  vats,  12  per 
cttit;ff]Pe,10perc«t;  barley,  12  per  crat.  Tlieydo]K»t«;rowcomtoany  considerab^ 
extent  dowa  ^iere;  at  leaafc  we  publish  no  rate  on  cofib  ,t  ^ 

The  Chairman.  Can  you  take  Illiaoie  or  Iowa? 

Mr.  Lesch.  Here  is  Illinois. 
The  Chairman.  That  is  all  right, 

Mr.  Lesch.  We  have  winter  wheat.    I  will  take  Adams  County,  for  ioat^^ice. 

The  Chairman,  Do  not  let  us  take  it  by  counties. 

Mr.  Lbsct.  You  see,  the  rates  vary  in  tixe  different  counties. 

The  CHATHMAy.  All  right. 

Mr.  LucH  .AdamB  County,  the  rate  on  rye  is  5  per  cent;  winter  wheat,  6  per  centr 
corn,  5  per  cent;  ki^  com  mi  mHo  maize,  5  pw  eml^i  oatif  5  per  cent;  barley,  6 
per  cent:  spelts,  6  per  cent;  Q»ing  wheat,  6  per  eesat. 

The  Chairman.  It  is  all  eeeeale  tbat  you  £avB  bean  iptitaiitt,.  fiay«  you  meAkm 

in  the  way  of  vegetables?  ,  ^^.-^ 

Mr.  Lesch.  That  is  all  special  contract. 

The  Chairman.  Is  Adams  County  a  typical  county  or  a  very  favorable  one? 
Mr.  Lesch.  Illinois  is  a  favorable  State. 
The  Chairman.  I  am  speaking  ^  the  county^ 
Mr.  Lesch.  Yes. 

The  Chairman.  Does  Hkkt  mte  ot^ki^  gomaDy  in  the  various  countiw— that 

range  of  rates? 

Mr.  Lesch.  Well,  Alexandria,  for  instance,  the  rye  lat^  ia  2  |i«  oeaat  hig^. 

The  Chairman.  Where  is  Alexandria? 

Mr.  Lesch.  That  is  the  southern  part  of  the  State.    Winter  wheat  is  1  per  cent 
higher,  the  corn  is  1  per  cent  higher,  kafir  com  is  1  per  cent,  oats  is  1  per  ceiit  h\s^'^l 
The  Chairman.  I  understand. 
Mr.  Lesch.  Barley  is  1,  spdts  is  1,  spring  wheat  is  1. 

The  Chairhan.  I  see  the  rate  through  lUinoia  is  {mctically  50  per  cent  leas 

than  the  rate  in  Texas? 
Mr.  Lesch.  Yes.  sir. 

The  Chairman.  And  about  that  same  rate  is  carried  in  Jewiaaoil-^lio?  . 

Mr.  Lesch.  We  do  not  operate  in  Ohio  from  my  office. 

The  Chairman.  Do  you  operate  in  the  New  England  States  at  all? 

Mr.  Lesch.  Not  from  my  ofiice.    We  operate  west  of  Ohio  and  south  of  Msuyland. 

The  Chairman.  Do  you  insure  cotton? 

Ifc-  Lesch.  We  do  not;  no,  sir.   In  Illinois  there  were  some  counties  that  were 
conaiderahly  kvwOT  than  the  rate  I  have  named. 
Senator  Kbtes  .  Put  in  one  lowing  a  less  rate. 

Mr.  Lesch.  H^reis  Champa^  County:  Bye  was  4  p^  cent;  winter  wheat,  4  per 
cent:  corn,  3  per  cent;  kafir  com,  3  per  cent;  oats,  3  per  cent;  barley,  4  per  cmt; 
spelts,  4  per  cent:  spring  wheat,  4  percent.  You  see  that  averages  froia  2 |0.3p«r cant- 
below  Alexandria  County  and  1  per  cent  below  Adams  County. 

Senator  Keyes.  Is  that  the  most  favorable  county  in  the  State? 

Mr.  Lesch.  I  think  that  is  one  of  the  moat  favorable  counties  in  the  State;  yes.  sir. 

The  Chairman.  The  rates  that  you  read  are  the  ones  that  are  now  in  existence 
upon  which  yon  haas  your  charge? 

Mr.  Lesch.  Yes,  sir. 

The  Chairman  .  Have  they  been  increased  in  the  last  year  or  two?  . 

Mr.  Lesch.  No,  sir;  but  we  have  reduced  the  amount  ol  liability  we  woilld  wsume. 

The  Chairman  .  In  other  words,  that  is  done  for  the  puaqposecrf  ireeii^  yon &^ 

losses  of  the  past? 

Mr.  Lesch.  Yes,  sir:  freeinp:  us  from  losses.  We  had  a  schedule  of  operations — 
originally  when  the  plan  was  put  into  effect  we  had  a  schedule  of  cost  which  we  used 
in  arriving  at  the  amount  of  insurance.  For  instance,  plowing  for  grain  was  $3  per 
acre;  dis^^ng,  per  operaticm,  $1  per  acre;  harrowing,  per  operation,  60  cents  per  acre; 
rolling,  40  cents  per  acre;  drilli^,  90  cents:  Mstin^,  $1.25*   Yon  see  they  list  ccmi. 

The  Chairman.  That  is  corn  you  are  now  speaking  erf?  ^ 
^  Mr.  Lesch.  This  is  a  schedule  of  costs.    For  instance,  if  it  was  in  wheat  the  openir 
tions  that  were  not  used  would  not  be  figured,  but  this  was  the  schedule  of  costs. 

Cutting  small  grain,  ^1.50  per  acre:  shocking  small  grain.  70  cents'per  acre;  twine, 
60  cents  per  acre:  heading  small  grain,  $2  per  a-^re;  harvesting  with  combine,  $3 — 
coml  ine  is  what  they  call  a  combined  thresher  and  harvester;  stacking,  $1.50  per  acre; 
threshing,  $2  per  acre;  j)lanting  corn.  90  cents  per  acre;  cultivating  corn,  per  operation, 
$1.25  per  acre;  seed  varied,  depending  on  locality  and  quality;  land  rental,  5  per  cent 
<rf  actual  sale  vidne,  bnt  not  to  exceed  $18  per  acre.  i 

Seoater  KsYBa.  Hie  rates  in  1120. 
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Mr.  Lesch.  This  was  the  schedule  of  costs  when  we  started  in  1920. 
The  Chairman.  That  is  based  on  the  actual  loss^  trying  to  get  at  the  farmer's 
investment? 

Mr.  Lesch.  The  investment.  This  crop  policy  was  called  a  crop  investment 
policy.     '     •  '       .  .  r  <  ,  .     ■  ^ 

TheCHAiBMAN.  Have  you  abandoned  that  schCTie? 
%.  Lbsch.      Kate.   We  have  tedueed  that. 

The  Chatrm  an.  Tell  me  why  you  found  it  necessary  to  modify  your  plan? 

Mr.  Lbsch.  Because  if  all  operations  were  performed,  if  the  rental  value  of  the 
land  were  added,  thp  crop  would  not  brine?  what  it  cost  to  produce. 

The  Chairman.  Did  you  have  anv  difficulty  in  arriving  at  these  calculations  as  to 
the  actual  loss  ba^ed  upon  your  schedule? 

Mr.  Lesch.  No;  because  they  were  fixed.  Whm  the  policy  was  writtsft  it  became 
a  valued  policy  upon  this  basis. 

Hie  Chairhan.  I  see.  H&e  sdiedule  its^  fixed  the  value  <rf  &e  loss. 

Ifr.  Lesch.  Fixed  the  liability. 

The  Chairman.  Why  did  you  modify  the  plan? 

Mr.  Lesch.  As  I  told  you,  it  was  found  that  the  crop,  if  nttde  in  aeoordaaoe  mtk 
that  schedule,  would  not  sell  for  the  cost  to  produce. 

The  Chatrmak,  That  was  because  of  the  depression  then  existing  in  farm  prices? 

Mr.  Lesch.  Well,  I  do  not  know  that  it  was  entirely  that,  Senator.  I  am  inclined 
to  the  opinion  that  there  are  a  good  many  farmers  that  are  succes^ul,  or  so  considered, 
that  grow  crops  every  year,  and  if  the  coats  were  estimated  at  what  it  would  cost  to 
hire  everything  done  they  would  i^ow  a  lees,  bnt  the  fanner  hat  three  or  four  cbikken 
around  Who  can  do  a  man's  work  at  a  great  many  tilings  on  a  faim. 

The  Ctf  aikman.  Now,  what  is  ^ur  pr^nt  plan  of  wSemma^  you  loss? 

Mr.  Lesch.  We  limit  the  UabiUty  we  will  assume  to  $10  per  acre. 

The  Chairman.  Do  you  mean  that  is  in  all  cases  the  limit  ci  liability? 

Mr.  Lesch.  On  grains  $10  is  all  that  we  will  write. 

The  Chairman.  How  long  have  you  been  writing  that  form  of  pdicy? 

Mr.  Let-ch.  Two  years. 

The  Chairman.  Have  you  made  any  money  on  that? 

Mr.  Lesch.  Well,  we  have  written  no  business  to  speak  of.  ^ 

The  Chairhan.  Well,  that  is  better  tium  taking  a  loss. 

Mr.  Lbsch.  It  is  much  better.  At  the  same  time,  you  do  ilot  aocoMirfiBh  ^^t 
you  have  set  out  to  accompiisb-Hrtaifanlize  tibe  ium  mdMbf. 

The  Chairman.  Tliat  is  true. 

Mr.  Lesch,  And  because  of  our  dealing  so  extensively  with  the  farmer  in  our  other 
departments,  why  very  necessarily  if  he  is  not  successful  and  making  headway,  our 
business  is  not  progressing  as  it  should. 

The  Chairman.  Then  "the  rates  you  gave  a  minute  ago  in  Oklahoma  and  Texas 
apply  to  the  $10  per  acre  maximum  liability? 

Mr.  LnacH.  Yes,  sir*  we  have  n«hliced  the  IMiiIi^. 

The  GHAmMAN.  And  whenever  it  was  6  peit  eebX^       it      »  DliiMxiB^  Aat  iMold 

be  50  cents  an  acre? 

Mr.  Lesch.  Yes,  sir;  3  per  cent  would  be  30  cents  an  acre. 
The  Chairman.  And  you  found  no  takers  at  that  price? 
Mr.  Lesch.  The  only  place  we  found  any  was  in  Illinois. 
The  Chairman.  Do  vou  do  much  business  in  Illinois? 
Mr.  Lesch.  We  wrote  in  1922,  $200.12. 

The  Chairman.  What  prospects  have  you  diis  year  on  the  same  policy? 

)b.  Lasctt.  No  betterilUai  httt  ^ett^. 

is  our  only  chance:  As  I  said  in  this  little  statement,  if  we  could  get  ttwee  co* 
operative  oi^nizations — could  get  them,  for  instance,  sdl  ci  them^  to  insure,  h^  are 
100  farmers  m  the  section  who  belong  to  some  cooperative  associaticm,  and  if  we  could 
get  them  to  insure  all  of  them,  why  then  we  might  get  somewhere,  but  as  a  single- 
handed  proposition,  it  does  not  appeal  to  the  farmer. 

Senator  Keyes.  Have  you  had  any  experience  at  all  with  cooperative  organizations? 

Mr.  Lesch.  We  have  not  as  yet;  no.    We  are  working  on  that  and  have  a  campaign 
on  this  fall.  . 

tbe  CttAtttMAM.  Mr.  tiMch ,  you  hai<^  Hds  is  as  BbMit  a  policy  as  yw  company 
can  afford  to  offer  for  sale? 
Mr.  Lesch.  I  believe  it  is  too  libetal.   You  tmdetstand  we  have  been  trying  to 

develop.   If  we  could  just  get  some  experience  in  this  better  territory  so  we  could 
tell  what  we  could  afford  to  do  and  what  we  can  not  afford  to  do,  but  we  can  not 
it.   We  could  get  all  the  experience  we  want  in  western  Kansas. 

The  Chairman.  But  you  believe  yQur  company  could  make  a  fair  profit  undar 
that  contract  in  suitable  States? 
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Mr.  Lesch.  Yes,  sir. 

,  The  Ghaibxak.  And  you  tlunktliat  in  those  States,  ixeing  Illinois,  lowa^  and  Ohio 
as  an  lUuBtotion,  you  could  not  offer  a  better  policy  to  the  farmer  than  that  one'' 

Mr.  Lesch.  That  would  be  conjectuie,  Senator,  but  I  think  we  could  give  a  sliiphtly 
more  liberal  policy  in  Illinaag,  because  we  did  at  the  time  when  we  were  writine  for 

the  big  amounts. 

The  Chairman.  Tell  me,  have  you  sold  the  contract  to  tt)e  ^bonwea  m 

Kansas?  ■ 

Mr.  Lesch.  We  sold  one  or  two. 

TbB  Chaibman.  But  upon  an  entirely  different  rate,  I  assume? 
Mr.  Lbsch.  Oh,  yes;  knowing  that  country  on  account  of  having 


The  Chairman  (int^pocdng).  Have  you  the  rates  there  on  westein  Kansas?  I 
would  be  glad  to  know  the  difference. 

Mr.  Lesch.  Here  are  all  the  coimties  in  the  State. 

The  Chaieican.  Give  a  few.  typical  ^U^staM^oiia  in  imrtem  Kaiuw  and  eaotem 

Kansas. 

Mr.  Lesch.  Here  is  Cheyenne,  Kans.— that  is  in  northwestern  Kansas— the  rate 
W  rye  is  12  per  cent;  on  winter  wheat  is  15  per  cent;  com  is  12  per  cent;  broom  corn, 
kuBr  com,  nulo  maize,  and  fetterita,  8  per  cent;  oats,  12  per  cent;  barley,  13  per  cent: 
VjfmBj  13  per  cent.  > 

The  Chairman.  Is  western  Kansas  the  territory  where  the  hazard  is  the  greatest? 

Mr.  Lesch.  Yes,  sir.    Now  in  Lane  County  • 

The  Chairman.  What  part  of  Kansas  is  that? 

Mr.  Lksch.  It  is  western  Kanffflfl  I  amgivis^^yo^Qow. 

The  Chairman.  All  right. 

Mr.  Lesch.  The  rate  is  13  per  cent  on  rye;  winter  wheat,  15;  com,  12^  biQom  ootn, 
nolo  maize,  fetterita,  and  kaffir  corn,  8;  oats,  13;  barley,  14;  spelts,  14, 
Now,  do  you  want  more  of  the  western  counties? 

The  Chaibman.  No;  I  tifadnk  ^t  is  about  typical.  Now  a  couple  of  the  eastern 
counties. 

Mr.  Lbsch.  In  the  eastern  part  of  the  State  we  have  Atchison  County;  the  rate  on 
r\'e  is  6  per  cent — do  you  want  me  to  make  the  compaosoa  as  I  go  aknig  to  show  wSiat 

the  reduction  is?   For  instance,  in  Lane  it  was  13. 
The  Chairm  an.  No:  we  can  get  that  from  the  record. 

Mr.  Lesch.  The  winter  wheat  is  5  per  cent:  the  corn  is  7  per  cent:  broom  com, 
Icaffir  com,  milo  maize,  and  fetterita,  7  per  cent;,  oats,  6  per  cent;  barley,  6  per  cent: 
spelts,  6  per  owt. 

llow,  in  Lynn  County,  which  is  another  east^  county,  rye  is  §  per  cent;  winter 
wheat,  5  pest  cent;  com,  8  per  emt;  broom  cosn,  8  per  cent;  oats,  6  per  cent;  barley, 

6  per  cent;  spelt?,  0  per  cent. 
The  rate?  vary  between  those  two  extremes.  • 
Senator  Keyes.  Those  were  the  rates  for  1920? 
Mr.  Lesch.  Those  Avere  the  rates  for  1920,  1921,  and  1922. 
The  Chaibman.  And  are  the  rates  for  the  present  year? 

Ifir.  lamm.  Yes,  sir.  You  see,  we  started  making  a  change  in  the  amount  of 
coverage  we  would  grant,  trying  to  determine  whether  the  fault  laid  there,  and  we 
thought  we  would  cefitinue  mm  the  form  of  covexaa;^  until  we  had  exhausted,  our 
^orts  diere,  and  then  perhaps  we  would  have  to  t^e  up  the  matter  of  rate.  But 
there  i^  (tf  course,  a  limit.  You  could  not  expect  a  fiumer  in  western  Kansas  to  pay 
a  rate  havsed  on  the  experience  which  the  company  has  had  out  there.  It  Would 
be  prohibitive.  There  is  no  form  of  policy,  1  beheve,  that  could  be  written,  no 
matter  what  the  amount  was,  in  western  Kansas  at  the  rates  named  that  would,  let 
us  come  out  e.ven.  '     *  . 

The  Chairman.  Do  you  operate  in  the  Dakotas  and  Montana? 

Mr.  Lesoh.  South  Dakota. 

The  Ohahucan.  No  farther  north  or  weet? 

Mr.  Lbsch.  Not  in  North  DsJoota,  and  we  have  not  operated  in  Montana. 
The  CHAnof  AK.  Whs^t  have  you  to  suggeit  to  this  commit  in  the  Imy  of  immedi- 
ate or  necessary  practical  legislation? 

Mr.  Lesch.  Of  course,  that  would  be  conjecture  on  my  part,  pure  and  simple. 

The  Chairman.  1  thought  maybe  you  had  giyen  that  phue  of  th^  object  some 

study.  *  -  . 

Mr.  Lesch.  I  think  1  read  that  part  of  my  statement  while  you  were  out  of  the  room. 
I  made  reference  to  tihe  accumulation  of  information  through  some  of  the  Government 
agencies.  Ymi  will&id  that  in  my  statement. 

The  GHAiBif  AN.  Yes.  I  think  that  was  the  idea  the  committee  had,  and  that  view 
has  been  iruppdrted  by  most  of  those  who  have  hem  hero  bef^  the  committee,  9xA 
I  am  sure  we  will  get  such  aid  from  your  cratipa&y  as^il  (sm  give  ys. 


Mr.  Lesch.  At  any  time. 

The  Chairman.  Senator,  do  you  want  to  ask  Miy  questions? 
^  Senator  Keyes.  None  except  this:  You  have  not  touched  on  the  subject  of  hail 
insurance  at  all.    I  suppose  your  company  writes  hail  insurance. 

Mr.  Lesch.  Yes;  we  write  a  great  volume  of  bail  insurance. 
_    Senator  Keyes.  And  that  is  going  on  satisfactorily? 

ifr,  I^SCH.  Oh,  yes;  there  is  plenty  of  competition  for  that.  I  expec  t  two  or  three 
of  the  htfger  companjes-Oie  Hartfcnd  and  the  Home,  I  guess— could  take  (  are  of  the 
Umted  btates  on  that. 

Mr.  Doyle.  How  many  companies  write  hail  insurance? 

Mr.  Lesch.  Something  over  w). 

The  Chairman.  Old  line? 

Mr.  Lesch.  Yes. 

T^e  Chairman.  And  quite  a  number  of  mutuals? 
fu^s  ^  ^^^^  ^^^^  thoBB.   Then  we  have  aome  State 

o  Chairman.  I  think  in  the  fruit  section  out  on  the  coast  from  a  point  south  of 
Seattle,  Wash.,  into  the  Imperial  VaUey,  Calif,,  would  be  a  good  field  for  general  crop 

insurance,    (jf  course,  hail  would  not  amount  to  much. 

Mr  Lesch.  1  do  not  see  why  it  should  not  bte  a  good  section.    I  think,  however 
they  have  out  there— 1  have  forgotten  what  the  term  I  heard  it  called  was— eevenJ 
years  ago  they  had  an  unprecedented  thing  happen;  they  had  a  freeze. 

The  Chairman.  Yes.   1  suffered  tremendously.   It  destroyed  a  walnut  isrove. 
Of  course,  that  was  an  unprecedented  thing.  ^ 

Mr.  Lesch.  Yes, 

u  The  CB:Ant]j[AH.  And  I  do  not  suppose  you  in9ure  against  the  death  of  a  tree— it  is 
the  crop  you  have  m  mind? 

Mr.  Lesch.  Well,  if  we  made  a  success  of  the  crop,  of  course,  naturally  the  next 
step  would  be  to  insure  the  tree.  ,         «v     « "^^i- 

The  Chairman.  But  this  frost  only  covered  a  small  locality  and  was  confined 
pr^lacally  to  northwestern  Oregon  and  the  extreme  southern  part  of  Washington 
and  the  mam  destruction  was  to  the  walnut  trees  in  the  lowlands  where  there  was  not 
Bufficxmt^au  That  is  where  I  was  caught  with  a  walnut  grove  But 

they  are  building  up  new  trees  with  the  U-year-old  stumps,  I  think,  with  very  great 
success. 

But  I  am  interested  In  the  fruit  industry  out  there  genially,  and  there  is  a  tre- 
mendous lot  of  fruit  and  vegetables  raised  in  the  country,  and  the  similarity  in  the 

chmate  all  the  way  down  the  coast,  on  account  of  the  Japanese  current,  and  the 
iarmmg  is  intensive  and  on  a  large  scale,  and  I  think  the  latest  cultural  methods  are 
employed  there,  more  so  than  in  any  other  part  of  the  country,  because  we  have 
I^ived  a  great  many  eastern  people  with  money  who  have  coine  there  lai^ely  for 
T  if^^^Lf^"^*^'  who  have  spent  their  money  lavishly  to  develop  new  theories, 
apd  I  hoped  that  at  acmie  time  mutual  or  private  companies  would  get  interested  in 
me  insuring  of  oops  out  in  that  country. 
Mr.  Lesch.  We  would  be  v«y  glad  to. 

The  Chairman.  There  yoa.iwiMd  not  deal  with  the  individual  farmer,  because 
there  is  no  part  of  the  G0U4toy  ^rift^  the  cooperative  agatOzations  so  generally  embrace 

all  the  farmers. 

Mr.  Lesch.  I  referred  to  that,  1  think,  in  my  statement.  * 

^e  Chairman.  Yes;  I  heard  a  general  reference  to  that. 

a  stronger  probability  of  success  atteiidiui:  our  efforts 
there  than  if  we  Aould  go  out  tMre  to  pick  one  man  here  and  one  man  there  because 
we  .might  get  the  man  who,  for  some  reascm  ot  other,  did  not  have  the  especially 
desirable  nsk.  If  we  got  Ihem  all,  why  the  law  of  averages  would  help  us. 

^  Ihe  Chairman.  1  have  enjoyed  your  testimony,  Mr«  Lesch.   It  has  been  very 

interesting.  ' 

Mr.  Doyle.  Mr.  Lesch,  1  think  possibly  the  committee  would  be  inteiested  in 
knowing  how  you  adjust  your  losses  on  farm  policies. 
The  Chairman.  Yes. 

Mr.  liBsCH.  You  mean  on  the  crop  policy? 

Mr.  D0Y1.B.  Yes:  this  is  exdiuively  crop  policy. 

Mr  Lesch.  Undee  our  table  thm  any  operations  unperformed,  of  course,  there 
would  be  no  habdity  for.  For  instance,  if  your  wheat  was  not  cut,  was  not  stocked, 
or  threshed,  those  operations  there  would  be  no  liability  for;  I  mean  under  the  old 
order  here  were  liable  only  for  the  amount  that  the  man  had  invested  in  his  crop 
up  to  the  time  the  loss  was  claimed  or  occurred.  Under  our  new  form  or  plan,  wjii6n 
we  are  using  now,  we  indemnify  th^  mmM  the  ext^tof  so  much  per  aoc©/ 
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TheCHAiBMAN.  The  total  lora  being  $10. 

Mr.  Lbsch.  The  total  loss  being  $10.  Now,  if  hie  Iosb  is  not  $10,  he  knowB  what 
hm  hm  is.  Suppose,  for  the  sake  of  argument,  he  carries  a  policy  ot  $10  an  acre  and 
he  Rets  only  $9  from  his  crop,  we  are  liable  for  ?1  per  acre. 

The  Ch  airman.  Even  though  there  has  been  no  damage  to  his  crop,  but  because  a 
poor  market? 

Mr.  Lesch.  Well,  you  see  on  the  $10  there  ia  no  way  on  earth  that  you  could  get 
below  the  $10  on  a  crop,  a  normal  crop.  '  .     ^  *"  # 

The  Chairman.  Let  me  give  you  an  illustration*  You  except  the  getminatun  of 

the  wheat? 
Mfr  liWscfi  Y'es* 

The  Chairman.  The  grower  plants  his  wheat  and  it  germinates  unbountifully  here 
and  there,  and  he  only  produces  7  bushels  per  acre  and  sells  it  for  $1.10  per  bushel, 
and  nothing  came  along  in  the  way  of  elemental  hazards  to  affect  the  crop,  but  it  was 
simply  an  unfortunate  stand. 

Mr.  Lesch.  Yes. 

The  Chairman.  You  are  not  liable  for  a  penny,  are  you?         _      /  ' 
Mr.  Lesch.  We  do  not  insure  those  crops  until  they  are  up.   Wc>  put  that  dfewe 
in  there  to  protect  lis  against  misrepresenlition,  SbnatOT.  *^ 
The  C5HAIRMAN.  Yott  do  not  insure  pntft  to  the  seeding? 

Ifc.  Lbsgh.  We  do  not  insure  prior  to  the  time  it  has  come  up.  ... 
The  Chairman.  I  thought  rmybe  it  was  because  you  covered  that  proppsitimi  m 

your  contract. 

Mr.  Lesch.  We  do  that  to  avoid  the  poilibility  of  misrepreeentaUon  to  us. 

The  Chairman.  Oh,  yes.  o   t.,   i^ir    u  -n 

Mr.  Doyle,  have  you  anyone  else  whom  you  want  to  have  us  hearr   Mr.  Mursb  wiu 

be  here  in  a  moment.    *  •  « 

Mr.  Valgren,  didyouwanttoalklfe-Iiesdi  anyqueBtoonB?  _ 

Mr.  Valorbn.  I  was  interested  in  knowing  if  they  have  the  eame  condition  which 
Mr.  Bissell  described  yesterday— Mr.  Lesch  was  not  here  at  the  time — to  the  eflect 
that  they  could  settle  either  on  the  basis  of  yield  <Kr  on  the  basis  of  price- 
Mr.  Lesch.  We  do  not  have  that  in  our  policy. 

Mr.  Valgrek.  On  which  basis  is  your  settlement— on  the  basis  of  value? 
Mr.  Lesch.  Financial  return.   That  is  value. 

Mr.  Valgren.  Ves;  I  see.  .  *  ' 

Mr.  Lesch.  Just  like  a  fire  policy.    If  you  have  the  loss  you  get  ths  fieumey.  > 
The  C^IAIRMAN.  Have  you  any  further  quesfckms,  Mr.  Valgren?  '  •  ' 

Mr.  Valgben.  No.  , .      .  ^  •   .       j  *^  *u 

The  Chaibman.  Did  you  want  to  make  a  statement  at  this  point  m  I6gara  to  toe 
tsitimony  that  has  been  collected  in  the  last  two  or  three  days? 

Mr  Valgren.  No;  I  think  not.  I  was  particularly  interested  m  that  double  plan 
Of  adiustment  described  yesterday,  which  gave  the  company  a  chance  in  case  the 
price  goes  up  of  settling  on  the  basis  of  value  return,  and  if  the  price  goes  down  it  is 
settled  on  the  basis  of  >deld  return.  In  other  words,  replaces  the  amount  by  wmcb 
the  yield  fails  to  come  up  to  the  amount  specified  in  the  policy.  '  /\ 

The  Chairman.  You  are  now  refemx^  to  Mr.  Biasdl'ftte^^  _ 
Mr.  Vamkbn.  Yes;  and  I  iris  very  mudi  intewrt*d  ill  fiaduif^^  wm  was  a 

diffefsnt  {dan. 
Mr.  LmcB.  We  have  never  had  that  in  our  polidee. 
The  CHAnftMAN.  Mr.  Doyle,  ia  thero  anyone  else? 

Mr.  Doyle.  No;  I  think  not. 

The  Chairman.  Thank  you  very  much,  Mr.  Lesch. 

Mr.  Lesch.  Not  at  all.  ,  ^  • 

The  Chairman  .  Mr.  Griffin,  have  you  a  word  you  would  Mka  to  say  after  bearing  tm 

testimony  of  the  witnesses?  ' 

Mr.  Griffin.  No,  sir.  . .  .  ^     •  *  • 

The  OfiAiBKAK.  Mr.  Vatetti,  do  you  want  to  say  anything  on  that  point  in  Mr. 
Bissell's  testimony  to  which  you  have  just  referred? 

Mr  VaIjOBBK.  No;  I  think  not.    I  was  interested  in  getting  the  facts. 

The  Chairman.  Do  you  want  to  cover  any  phases  of  this  subject,  Mr.  Doyle? 

Mr.  Doyle,  No,  sir;  I  do  not  think  there  is  anything  I  can  add  to  it. 

I  am  satisfied  the  committee  knows  from  the  testimony  mtroduced  here  tnat^ 
stock  companies  in  endeavoring  to  perfect  a  plan  for  crop  insurance  are  notuMfily 
eTopine:  around  in  the  experimental  stage.  ,     ,     ,  ^  i_ 

The  policy  described  by  Mr.  BiMMU  yWtelAiy,  whereby  tiie  company  «n  take 
adttaite^  in  adjustment  of  adjusting  on  the  baftis  of  yi«ld  or  on  the  ba«s  of  finanaal 
Mtum  irt0  aa  6lid»avor  to  offset  the  mmmt&m  iMW  ^ulucli  loUomd  ttMP 
epet^oii  of  MiffiBg  oil  fimada^ 


*  None  of  theee  companiflfr  haTc^  any  plaa  that  they  aae  particularly  proud  oL  'Abu 
mtm  wt^  not  trcimrtnifaHy  iBMiite;  aoi  thev  are  not  baaad  on  experience.  The  omi* 
panics  are  willing,  however,  to  enga^  in  tms  business  even  with  the  diaaoe  of  loss  in 
the  initial  stages,  with  the  idea  that  later  on,  when  the  experience  can  be  obtained,  a 
plan  can  be  perfected  and  put  upon  a  self-sustaining  basis.  That,  I  am  sure,  iJte 
committee  must  have  realized  from  testimony  that  we  have  tried  to  offer. 

We  have  been  more  or  less  at  a  disadvantage.  1  might  say  that  none  of  these  gentle- 
men came  down  here  with  the  idea  of  testifying  before  this  committee.  They  came 
down  with  the  idea  of  getting  the  benefit  that  nu^t  be  derived  from  tiie  statements  ol 
tiioee  wlio  haye  ande  s  atuay  of  ccsp  coaditioiia  ahnoet  exclusiTelv.  That  was  the 
class  of  people  we  sather  expected  to  be  here.  Oiur  folks  are  engaged  in  a  gen^l  line 
of  inmraace,  and  have  not  made  a  special  study  ^  thia  exactly,  except  for  the  last 
few  years,  and  then  it  has  resulted  disastrously  in  their  attempt  to  cover  this  buainess. 

The  Chairman.  Mr.  Doyle,  the  committee  appreciates  very  much  the  help  that 
you  and  the  others  have  given  us.  It  is  a  new  field.  You  can  not  find  anyone  who 
can  speak  with  an  authoritative  voice  on  the  subject.  We  have  had  the  strongest 
man  m  the  department,  Mr.  Valgren,  here.  We  have  had  the  testimony  of  Mr. 
Bisselly  whose  company  has  gone  into  it  extensively;  we  have  had  the  teatimcmy  cl 
Ife.  Gnffia,  whose  comply  liaa  had  the  longest  expmeace  ia  the  hail  inawtanre 
fcuauwiBy  and  the  testimony  of  many  etbm.  Koir,  are  gong  te^morrow  to  have 
aome  of  the  heads  of  farm  oargattaatuniB,  who  are  inteareeted  in  speaking  of  the  desires 
and  the  interests  of  the  fanners  generally.  We  are  not  going  to  conclude  the  hearings 
this  week.  We  will  perhaps  adjourn  from  to-morrow  to  some  early  date  in  December, 
and  we  will  in  the  meantime  go  over  the  record,  find  out  what  has  been  omitted,  find 
out,  if  we  can,  little  pieces  here  and  there  to  fill  in  those  omissions,  and  will  again 
assemble  and  hear  further  testimony. 

There  are  some  of  those  from  States  Uke  Dakota  and  Montana  and  Wiaccmain  and 
IfinaflBDtay  where  th^  hate  tined  haU  insurance  und^  th«  ausfMced  of  the  State,  who 
will  be  here  in  the  fall.  Tku&y  arerteo  hmy  in  tiie  aeeduag  1&a»  te  get  airay  At  this 
hearia^. 

I  thmk  we  are  all  agreed  on  this  proposition,  that  this  is  a  new  field,  and  there  are 
not  many  blazes  along  the  trail,  but  that  eventually  through  study,  encouraged  by  the 
Government  in  cooperation  with  the  States  and  by  you  people,  mutual  and  farm 
organizations,  and  commercial  organizations  of  the  country,  we  can  collect  sufficient 
data  and  segregate  it  so  that  it  will  be  practical  to  extend  the  field  of  operations  into 
various  crops  to  cover  various  damages.  That  is  a  step  in  the  right  directim,  and  that 
BHne  ose  ought  to  go  forwud  ydik^  and  tiiie  dommttee  ^ouf^t  it  was  a  wise  yeaturey 
at  least. 

Mr.  DoTiiB.  I  am  sure  you  will  have  an  apprecialive  audience  whenever  you  have 
your  hearings,  because  I  think  all  these  gentlemen  would  be  very  glad  to  come  hfM^- 

The  Chairman.  I  thank  you,  and  we  will  give  ample  notice  of  the  hearings. 

Mr.  Marsh,  who  is  manager  of  the  Fanners'  Nation^  Council,  located  in  Washington, 
D.  C.y  is  here.  Mr*  Ben  C.  Marsh. 

STATEMENT  OF  MB.  BENJAMIN  C.  MABSH,  BEFBESENTINQ  THE 
*       ;  1  FABMEBS'  NATIONAL  COUNCIL. 

TheCHAiRMAK.  Mr.  Marsh,  youareweUlmowntoMembeanolGoiigress,  butletthe 
reOctd  again  show  your  add^iessaad^cupation  and  what  organization  you  r^ies^t, 

Mr.  Marsh.  ^Ir.  Chairman,  my  full  name  is  Benjamin  C.  Marsh.  1  am  managing 
director  of  the  Fanners'  National  Coxmcil,  with  headquarters  in  the  Bliss  Building 

here  in  Washington,  and  I  want  to  say  that  the  Farmers'  National  Council  has  not 
made  a  definite  pronouncement  on  the  subject  of  what  form  of  crop  insurance  we 
should  have,  and  in  making  my  suggestions  this  morning  to  this  committee  it  is  not 
in  the  wav  of  final  suggestion,  but  of  lines  of  inquiry  which  we  think  could  be  made, 
and,  could  properly  be  made,  and  should  be  made,  in  finding  out  what  sort  of  crop 
insunmce  is  moirt  p 

We  zeeoiniiieiided  to  tiMf  lonat  OsngressiGiaal  Agricultural  Inquiry  Committee,  of 
which  you  were  a  member,  Mr.  Chairman^  that  Congress  should  make  such  an  inquiry 
as  you  are  now  making,  and  we  are  very  glad  that  yoa  are  doing  it.  It  is  very  evi- 
dent that  great  minds  move  along  the  same  channels. 

,  I  would  like  to  emphasize  the  difference — and  I  "vvill  be  very  brief  in  this — between 
the  average  farmer  and  the  business  man,  particularly  the  larger  business  man,  and 
I  do  this  because  I  am  going  to  make  some  suggestions  which  may  be  regarded  as  a 
little  bit  advanced — suggestions  for  investigation. 
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The  &nner  in  tMB  cotintry  is  porUy  a  tesult  of  our  economic  conditions.  Whep 
there  was  industrial  unrest,  the  Government  said,  ^'Go  out  Westand  hew  outftboQH 

for  yourself  and  develop  the  country/'  and  he  went. 

Tho  Secretary  of  Agriculture  announces  that  last  year  2,000,000  of  the  farm  popu* 
lation  left  the  farms.  I  talked  with  literally  thousands  of  farmtjrs  all  through  the  North- 
western States,  including  your  own  State,  Senator  McNarv— I  have  been  in  New 
Hampshire  only  a  little,  Senator  Keyes,  and  I  do  not  know  so  much  about  the  East— 
but  it  is  quite  clear  that  with  a  few  exceptions  the  faurmer  is  sort  of  between  the  devil 
and  the  deep  sea.  II  he  nioduees  a  good  orop— I  Biean  a  httge  accffh-he  can  not  get 
ihe  cost  of  production  ormnarily  with  pxeeerat  narketing  coihditaoBS.  If  lus  cioptii 
wiped  out,  he  has  no  chance  to  break  even. 

I  understand  that  the  Department  of  Agriculture  has  figures  ascertained  in  an 
investigation,  the  results  of  which  it  has  not  yet  made  public,  showing  the  proportion 
of  farmers  in  the  North Avestem  States  who  have  lost  their  farms.  You  do  not  need  a 
very  expensive  investigation  to  know  that  a  very  large  proportion  have  lost  their 
farms  or  will  lose  them  this  year. 

Now,  it  seems  to  me  that  the  fanner  differsfrom  the  business nuuirand  thattheJaimer 
bastotakecertainriBksoverwfaichhecanfaave  no  control,  and,  further,  that  the  farm» 
can  not  adjust  his  production  to  a  prospective  effective  and  profitable  demand,  be- 
cause whether  an  acre  of  wheat  will,  let  us  sav,  pioduce  5  bushels  or  14  bushels^  is 
not  entirelv  ^^dthin  the  control  of  the  farmer  who  planted  that  wheat. 

Now,  we' are  trving  to  meet  the  farmer's  situation  as  to  marketing  through  a  measure 
which  was  reported  out  by  the  Senate  Committee  on  Agriculture,  of  which  both  you 
Senator?  are  members,  and  also  by  the  House  C  ommittee  on  Agriculture,  for  a  Gov- 
ernment corporation,  knoAvn  as  the  Norris-Sinclair  marketing  bill,  creating  a  corpora? 
tion  which  will  be  a  sort  of  shock  absorber,  a  corporation  to  buy  farm  products  "wliem 
the-  price  is  b^ng  hanunered  down  by  the  speculators  to  a  veary  low  jprice,  so  that 
the  fanner  would  not  g^t  the  cost  evefi,  and  to  get  a  little  more  e&cimcy  tiixous^ 
that  corporation  into  our  system  of  laarketing  farm  products. 

Since  Congress  adjourned  I  haA  C  read  most  of  the  reports  of  the  Joint  Agricultural 
Inquiry  Committee,  and  I  am  impressed  with  the  wastefulness  of  our  marketing 
system. 

Mr.  Valgren  has  been  before  you,  Mr.  Chairman,  and  members  of  the  cemmitteei 
and  I  am  not  sure  whether  he  gave  you  the  figures  as  to  the  loss  from  crop  damage 
the  11  years  from  1909  to  1919.   I  do  not  want  to  repeat  any  inftnoatioft  that 
he_jave  you. 

•  The  CShairman.  No;  hedid  not  giveif,  but  I  thinklread  tl^rt  wtetlto^reeoM^f^ 

the  very  same  article  you  have  there,  Mr.  Marsh. 
Senator  Keyes.  It  went  into  the  record,  I  am  sure. 

Mr,  Marsh.  I  do  not  want  to  repeat  it,  then.  I  understand  that  article  is  based 
on  the  bulletin  of  the  Agriculture  Department  No.  1043:  that  is,  most  of  the  figures 
are  taken  from  those  official  publications  of  the  Department  of  Agriculture. 

Mr.  Valgren  is  here  and  %\ill  correct  me  if  that  18  not  right. 

The  Chairman.  That  is  correct,  is  it  not,  Mr.  Valgren? 

Mr,  YAiirBlBK.  Yes;  it  is  a  soBciinary  of  that  bulletin. 

The  Chaibman.  I  Mi  I  did  Bof  ^  that  ill  m  ljir#  jMMu  You  mi^^t  put  u 

the  balance. 

Aifr  .^^ARsn  {reading^  * 

^'Translating  the  above  percentage  into  quantity  figures,  it  means  that  the  B^rerfge 
annual  damage  from  all  causes  on  the  crops  in  question  amounted  to  the  following 
ligures:  Corn,  1.345.600,000  bushels;  wheat,  301,200,000  bushels;  oats,  414,300,000 
bushels;  barley,  74,100,000  bushels;  flaxseed,  10,200,000  buahete;  rice,  7,400,000 
buahels;  potatoes,  164,800,000  buahete;  tobacco^  296,aOO;0OO  poudde;  hay,  204M,«» 
tons;  cottom  3.731,000,000  pounds.     ^  ,    .    ,  .      ,    ■         ^  .r  , 

"  It  has  also  been  calculated  that  on  the  bafiis  of  prevaihng  prices  during  the  different 
yeans  the  annual  damage  to  these  10  crops  amounted  to  a  total  sum  varying  from  a 
minimum  of  $2,054,000,000  in  1912  to  a  maximum  of  nearly  $3,066,000,000  in  1918, 
the  averag-e  annual  crop  damage  during  the  11  years,  1909  to  1919,  being 
12,620,000,000."  ^       ^  , 

I  would  like  to  state  that  for  the  11  years  that  means  over  $28,000,000,000  lo88. 

We  are  being  told  by  Roger  W.  Babson,  who  is  more  <ur  less  of  a  statistiaan  and  a 
■very  astute  ecommust,  that  we  have  25  or  30  per  cent  too  mmj  farmers,  and  that  me 
axe  producing:  too  much  in  this  country.  I  want  to  chaHenge  that  statement,  because 
I  tumkithas  A  direct  bearing  upon  whether  or  not  you  want  to  insure  crops  whether 
you  want  so  many  farmers,  and  it  seems  to  me  quite  clear  w<!  do  need  as  many  farmers 
as  wo  have  in  the  United  States.  For  instance,  the  Secretary  of  Agriculture  in  his 
report  ior  1921  says— and  I  would  like  to  quote  a  few  Unes  that  bear  directly  on  this: 


99 


•  ''Had  some  way  been  found  for  the  people  in  need  to  buy  our  surphis  at  prices 
which  would  cover  the  cost  of  production  |he  is  referring  to  farm  products  of  American 
farmers]  the  American  farmer  would  have  been  prosperous  and  the  country  would 
have  prospered  with  Mm.  It  is  a  terril^le  indictment  of  modern  civilization  that  with 
such  abundance  here  there  are  millions  of  people  overseas  suffering  for  the  bare 
necessities  and  other  millions  starving  to  death.  And  surely  we  ait  sadly  laddng  in 
our  und^Btanding  of  ecoBOBOc  laws  or  in  our  adjustment  to  them  when  the  produc- 
tion of  bounteous  crops  pown  by  the  haid  labor  ol  lggOOO,000  fonoffls  and  faim  workeiB 
and  their  families,  is  permitted  to  play  such  a  large  part  in  pavalynug  our  ioduotrieB 
and  business  at  home.    For  that  is  what  has  hai>poned.'' 

Now,  in  your  report,  that  is  the  joint  agricultural  inquiry,  Mr.  Chairman,  you  poinit 
out— that  is,  of  course,  my  conclusion  from  }"our  figures,  deduction  from  your  figures — 
that  the  domestic  consumption  of  wheat  in  the  Lnited  States  fell  off  in  the  one  year 
1919  to  1920  ajpproximately  230,000,000  bushels,  about  one-third,  <Hr  2  3  bushels  per 
canita* 

Tlie^HMBM AN.  I  tihrak,  w  I  iMtli  our  t^Mct,  it  would  be  from  7  bushels  per  capite 
to  4}  bushels. 

Mr.  MA.&SH.  From  6.9  bushels  to  4.6  bushels  per  capita,  one-third  exactly,  were 
*your  figures,  Mr.  Chairman.  And  needless  to  say,  our  population  did  not  deci^aset 
nor  did  the  needs  of  our  people  decrease. 

Looking  further  into  the  figures  which  you  prepared  and  the  Department  of  Agri- 
culture's figures,  M  e  find  that  the  consumption  of  meats  in  this  country  fell  off  from 
1907  to  1920  over  25  pounds  per  capita,  which  means  two  and  one4ialf  billions  of 
potmds  reduction  in  &e  i^tininJ  myyuTnption  of  meats.  If  we  consumed  as  mu<di  milk 
per  cspite  in  the  IMted  States  as  was  consumed  in  Geimuy  before  the  wii^lSlS 
are  the  last  figmea  die  Department  of  Agriculture  gives— we  would  oflBWiine 
6,520,000,000  more  quarts  of  milk  annually  than  we  actually  do  consume, 

I  was  appalled  by  these  figures  of  the  Agricultiu^  Department,  their  oflBcial  figures. 
If  we  accept  those  ligures  without  interpreting  them,  our  conclusion,  it  seems  to  me, 
would  be,  '*  Well,  let  the  stuff  go  to  pot  and  let  it  be  lost,  because  we  can  not  consume 
it/'  I  would  like  to  add  the  Department  of  Agriculture's  statement  about  cotton, 
at  our  consumption  of  cotton  fell  frcon  1916  to  1918,  our  domestic  consumption,  a 
little!  ovw  one  ami  one-kalf  bales,  1,000  population,  which  means,  of  course,  a 
reduetian  of  one  and  a  batf  *  million  bales  of  cotton,  domestically  consumed. 

But  the  point  is  that  we  could  increase  in  the  United  States  our  consumption  of 
most  farm  products — I  say  most,  not  all;  probably  about  50  per  cent — and  there  is 
absolutely  no  conception,  no  appreciation  of  what  the  world  would  consume  if  we 
could  abolish  militarism  and  navalism. 

As  you  are  aware,  the  Department  of  Commerce  and  the  Department  of  Agricul- 
ture are  jointly  making  inquiry  as  to  foreign  demand  for  farm  products.  I  have 
seen  Mr.  Julius  Klein,  Director  of  the  Foreign  and  Domestic  Commerce  Bureau  of 
the  department,  and  talked  with  other  men  in  direct  cha^e  of  the  investigation, 
he  having  supervisioi)  of  it,  and  have  urged  them  to  make  an  investigation  of  what 
farm  products  the  people  of  the  world  really  need,  taking  into  account  climatic 
conditions  and  their  temperaments,  etc.,  to  maintain  a reaagnablft  staxidsfd  of  living, 
and  they  are  goinc:  to  ascertain  those  facts  if  feasible. 

.  But  as  Mr.  Wallace  has  said,  we  know  there  are  millions  and  millions.  I  think  we 
can  say  conservatively,  scores  of  millions,  of  people  who  are  underfed  throughout 
the  world,  and  a  great  many  millions  who  are  starvmg. 

Now,  for  our  own  country,  we  could  probably,  I  repeat,  increase  our  consumption 
of  most  fann  product  £raia  26  to  SO  p^  c^it.  We  could  not  as  to  cotton,  probably. 
That  is  {It  present  our  largest  export  fom  product.  We  certainly  could  at  least 
come  up  to  the  level  of  the  domestic  consumption  of  wheat  durinir  1919,  which 
would  mean  roughly  200,000,000  or  225,000,000  additional  bushels  of  wheat. 

We  are  not  drif tins:  anywhere,  as  far  as  I  can  see  conditions  in  this  country,  toward 
what  is  sometimes  designated  as  socialism,  but  we  are  fortunately  recognizing  cer- 
tain more  general  responsibilities  of  Government.  If  the  farmers  are  wasteful 
through  this  crop  damage,  they  certainly  have  not  any  monopoly  of  being  wasteful. 

In  &m  tittle  pamphlet,  tbe  Challeuge  of  Waste,  by  Mr.  Stuart  Chase,  the  following 
figures,  practically  all  of  them  from  oAc^  Government  reports  or  from  the  reports 
of  the  Federated  American  Engineering  Societies,  shows  that  our  industries  to-day 
are  somewhat  wasteful .  Engines  and  statistician^  have  ^stinaated  e«ess  capacities 
in  various  industries  as  follows: 

Men's  clothing,  30  i>er  cent;  printing,  50  per  cent;  boots  and  shoes,  10  per  cent; 
metal  trades,  40  per  cent;  copper  and  brass,  35  per  cent;  blast  furnaces,  40  per  cent; 
woolen  spindles,  28  per  cent;  lumber  mills,  67  per  cent;  brick,  20  per  cent;  cement, 
25  per  cent;  riiipbuilding,  60  per  cent;  carpets  and  rugs,  40  per  cent;  simple  average, 
40  per  cent. 
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Most  of  these  figuKS  wm  JiKnn  official  doe«meats  of  the  Department  of  Commerce 
OT  Senate  Document  on  Reconstruction  published  in  March,  1921.  That  gives  the 
%mei  as  to  brick,  while  the  Department  of  Commerce  gives  the  figures  60  per  cent 
excess  capacity  in  shipping  plant.  Of  course,  these  figures  may  not  be  absolutely 
correct.  The  real  question  is  in  every  nation  not  overproduction  so  much  as  the 
unfortunate  undlk-onsumption.  The  world  will  have  to  end  militarism  andnaT^hsm, 
and  we  have  got  to  have  a  readjustment  of  income  in  this  country  and  m  evwy  teeign 
country  before  we  can  utilize  what  we  do  produce,  and  wjAainly  befoce  TO  wifl  vwry 
la  rcely  increase  OUT  consumption.  . 

Now,  it  seenuB  to  us  that  m  making  this  investigation  as  to  crop  insurance  we  do 
not  need  to  be  alarmed  by  the  charges  of  overproduction  of  farm  products.  One  thing 
is  certain,  that  if  it  is  worth  while  to  plant  these  crops  at  all  they  should  be  saved,  and 
I  would  like  to  suggest  the  following  lines  of  investigation.  ,      t  • 

Of  course,  crop  insurance  is  an  actuarial  problem,  not  a  matter  of  guesswork.  It  is 
an  actuarial  problem  as  to  rates  and  it  is  an  economic  and  human  problem.  ^ 

We  would  suggest  that  the  investigation  cover  the  points  whetKer  th«  crop  niMDed 
must  not  be  economically  sound  and  adapted  to  the  t®™?*"?;^^  '  " 

Needless  to  say,  no  one  would  suggest  misii^  bananM  m  Oregon.  , 

■nie  Obairhan.  That  m&^t  1)6  posBilile. 

Mr.  Marsh.  Well,  in  hothouses,  but  it  would  be  an  uneconomic  production. 

We  would  like  to  have  the  committee  investigate  whether  any  private  concern  can 
insure  crops,  and  I  mean  insure  them  against  the  owner  or  the  planter  losing  anything 
from  any  cause  over  which  he  as  an  individual  has  no  control— hail,  drought  excessive 
moisture.  You  were  given  statistics  the  other  day  as  to  the  causes  of  the  various 
crop  losses.  It  mav  be  possible  that  some  private  organizationcan  do  tha«'«^«(»m 
surance  company.  "  But  we  would  like  you  to  inquire  whether  ftasmsuranoeahwiM  nat 
be  met— the  expense  of  it,  whatever  eoq^ense  th««e  may  b©  m  paying  for  crop  loss, 
should  not  be  met  by  the  Fsdiaia!  Government  chiefly,  by  State  governments,  and 
probably  county  governments.   In  oHi«r  words,  what  sort  of  an  allocation  of  tha 

cost  of  ffflis  should  oe  made. 

And  we  would  also  susrgest  that  you  inquire  as  to  what  ])ercentage  of  the  premium 
for  such  insurance  the  rndi\iduar  farmer  should  himself  bear. 

Of  coiu-3e,  in  sucrffestin?  (io\  ernment  insurance  one  has  got  to  be  practical  and 
realize  that  it  vou  can  make  a  far-o.f  go-  ernment  responsible  for  losses  whl^^eUMll^ 
vidual  incurs.'rhere  is  a  certain  tendency  on  the  part  <rf  mast  of  us—and  l  will  plead 
guilty  to  that  myself— to  be  not  quite  as  carefid  as  I  mi^t  be  if,  taute  a  slang  expres- 
sion, it  were  entirely  my  own  fon^^,  if  I  had  to  assume  the  entire  responsibUity ;  but 
that  there  is  absolutely  nothing  clearer  than  that  the  individual  farmer  in  many 
districts  throu^out  the  Nation  is  to-day  taking  risks  that  it  is  inhuman  and  unfair  to 
ask  him  to  take.  The  public  that  consumes  farm  products  says  to  him,  "?sow,  Mr. 
Farmer,  heads  T  win  and  tails  vou  lose."    That  has  been  the  farmer's  situation. 

I  was  in  !  ondou  for  severalVeeks  in  December,  1912,  and  .January,  1913,  when 
there  was  a  %  ii;oroiis  discussion  over  old-age  insurance  and  a  \  ery  vicious  atta<*  wai 
made  by  some  of  the  parties  against  the  principle  involved  in  tiie  goyemmeat  oid-^ 
insurance,  including  health  insurance,  of  course,  on  the  ground  that  it  would  «id  the 
individual  responsibility  of  the  Bn^  d^en  and  interfere  with  the  work  of  tha 
cooperative  and  private  beneficial  companies.  Well,  that  was  adjusted.  Some  were 
taken  in,  and  served  as  agencies  of  the  British  Government  in  this  health  and  old-age 
insurance  scheme.  And  very  probablv  in  the  insiu-ance  against  crop  loss  in  this  coun- 
try, in  addition  to  having  the  indi^  idual  farmer  pay  something,  and  every  farmer, 
the  GoA-ernment  agencies  could  utilize  existing  farmers'  cooperative  insurance  com- 
panies and  perhaps  operate  through  them.  -ir        ^     j     **  ^ 

The  (  :ha.irman.  Let  me  get  this  clear  in  may  mind,  Mr.  Maish:  You  donot  sugge« 
the  projection  of  the  Government  into  the  insurance  business  as  such,  the  Gororament 
paying  the  loss,  but  you  want  the  Goyemment  and  the  Stirt»  in  which  the  farm  is 
loratted  to  pay  a  portiim  of  the  premiiurfpennitting  the  farmer  to  take  his  insuiance  in 
mutual  companies  and  dd-line  companies,  is  that  your  line  of  thought? 

Mr.  Mabsh.  In  part,  Mr.  Chairman .  but  not  completely.  As  I  said  m  the  beginning 
I  do  not  feel  that  we  have  enough  data  so  that  I  would  on  behalf  of  the  council  be 
authorized  to  make,  or  want  to  make,  any  definite  statement  as  to  the  policy,  but  i 
believe  these  lines  of  inquiry  ought  to  be  investigated.  ^  ^  '    't^  \^ 

I  think,  however— in  fact,  I  know— it  would  be  the  opinion  of  Buwk  olonr-fiaimeiii 
of  the  organization  in  the  Farmers'  National  Council  that  tfaft  Fednal  Gowwcnment 
ought  to  pay  a  large  part  of  the  cost  of  insuring  these  crops  fw  the  obvious  reason,  it 
seems  to  us,  or  for  a  reason  which  I  may  dte,  that  the  supply  of  food  is  a  i^Uonal 
problem.  There  are  relatively  few  crops  raised  whieh  do  not  enter  mto  interstate 
comwiorce.  ■ 
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1  analjrzed  tecently  the  returns;  <rf  the  Commissioner  of  Internal  Revenue  and  I 
found  that  the  seven  industrial  States  of  California.  Illinois.  Massachusetts,  Michigan, 
New  York,  Ohio,  and  Pennsylvania  had  about  two-thirds  of  the  corporation  income 
in  1S23  and  over  one-half  of  the  personal  income.  New  York  State  alone,  which,  of 
course,  meant  largely  New  York  City,  reported  over  four  billions  of  i>ersonal  income, 
or  about  17  per  cent  of  the  total  net  "^personal  income  reported  for  the  United  States. 

Now,  I  have  nothing  against  the  rich  folks  in  New  York,  as  such,  but  they  do  not 
make  their  money  in  New  Ywk;  quite  a  few  of  them  there  who  mafee  big  money  get 
it  by  getting  the  profit  out  of  agiicultum  wd  tmttmiBg  tiie  hmm  in  the  comm^tce 
id  agriculture. 

Senator  Keyes.  Mr.  Maiflh,  doea  not  that  remark  ap|dy  more  to  New  York  City 
than  to  New  York  State? 

Mr.  Marsh.  Yes;  I  thank  you  for  calling  attention  to  that.  I  said  New  York 
State,  largely  in  New  York  City.   Yes;  I  mean 

Now,  if  the  distribution  of  food  for  the  Nation  is  a  national  problem  and  not  some- 
thing the  individual  farmer  can  handle  himself— he  is  doing  something  through 
cooperative  organizations  Ikfid  eooperative  maric;eting  organizirfions  in  a  lunited 
way— the  Q6v«nment  hm  got,  and  particulaily  ibe  Fed^ru^  Government,  to  impfove 
the  present  outrageously  wasteful  methods  of  marketii^  and  we  think  you  should 
investigate  this  subject,  whether  the  Federal  Govevnment  should  assume  a  large 
part  of  the  responsibilitv  of  crop  insurance. 

And  the  Government  has  got  to  exercise  a  certain  degsee  of  supervision  over  what 
crops  the  farmer  plants.  • 

I  used  an  extreme  illustration,  such  as  attemptii^  to  raise  bana^iaB  in  Oiegda, 
simply  to  illustiate  that  no  government  in  its  right  mind  would  undsfwrite  or  insure 
against  loss  cl  a  <mp  of  ^Hittt  sort. 

"  I^o^^ot  kmm  w^etSierw^  Me  trying  to  produce  some  farm  crops  where  it  is  unwise 
to  do  it  and  uneconomic,  but  I  doubt  whettier  that  is  general,  but  I  call  to  your  atten- 
tion that  the  United  States  Department  of  Agriculture  has  an  income  of  over  $37,000,- 
000;  that  is  the  appropriation  provided  and,  of  course,  Mr.  Chairman,  you  made  a 
splendid  fight  to  maintain  them  at  the  figure  which  finally  passed,  and  we  are  glad 
the  department  got  those  appropriations— this  being,  by  the  way,  in  addition  to 
$10,000,000  for  special  road  items— it  is  quite  clear,  though,  that  though  half  of  the 
Department  of  ,^^culture'8  budget  is  spent  for  supervisory  work,  it  can  get  a  lot  of 
date  lor  you  on  this  subject,  and  it  seeoi  to  tiie  fotmefs,  who  scmietimes  wonder, 
fta^ly,  what  tiie  depaitmrat  does  with  all  tiiat  money,  that  they  should  do  it. 

I  am  glad  to  see  that  Mr.  Valgren  is  present.  I  have  a  very  lugh  estimate  of  his 
ability  as  a  etatietidaa,  and  he  has  d<me  m  grant  deal  <^.reseai!ch  along  tt^a  line  lor 
file  farmers. 

The  Chairman.  Appropos  of  your  remarks,  Mr.  Marsh,  it  if  the  intention  of  the 
committee — Senator  Keyes  and  I  have  discusBed  it  frequently — to  ask  Congress  to 
pass  some  legislation  which  will  authorize,  direct,  and  empower  the  expenditure  of 
the  necessary  fimds  for  the  Secretary  of  Agriculture  to  collect  more  deteiled  data 
ce^v«Mi|g1hn wSiole  subject.  We  b^eve,  uaM  I  fiunk  you  mgtee  vriQi  us,  that  we  have 
not*^ough  data  now,  there  is  not  enough  eKtalit  on  which  to  base  a  calculation  or  to 
point  out  the  road  we  mi^t  fdlow  as  a  country,  or  what  should  be  ei^ectsfl  horn  Ih^ 
old-line  and  mutual  companies. 

Mr.  MARf^H.  Quite  so. 

The  Chairman.  Do  vou  not  think  that  about  all  we  ean  do  now  is  to  go  forward 
and  make  a  study  of  this  problem  and,  as  the  years  go  by  and  we  get  more  stabloj 
accurate  information,  we  can  build  upon  it? 

Mr.  Marsh.  Quite  so,  and  I  am  trying  to  point  out  just  some  of  the  lines  of  inquiry 
wMch  w6  tibiiiiklmJly  ought  to  be  gom 

The  GHamifiiK.  I  see.  But  let  me  ask  you  a  imx^tical  question  as  to  ypwc  sug- 
gestion— we  all  know  fiiat  it  is  not  good  farming  <^  good  business  to  tr^  to  raise  pixMd- 
apples  in  New  Hampshire,  or,  as  you  used  the  illustration,  of  raising  bananas  in 
Oregon,  and  I  think  mjnself,  without  specifidng  any  particular  district?,  it  is  luifortu- 
nate  that  farmers  are  trving  to  raise  grain  in  some  of  the  territories  of  this  country. 
They  are  not  succeeding  and  I  do  not  believe  they  ever  will  succeed  on  account  of 
climatic  conditions. 
'  Mr.  Marsh.  In   few  lunited  areas. 

^eCHUiMAK.  Iimr«peakfav  ol iimitidiumB. 

Ifr.  lli»eB.  1^  «       .1  <      (  * 

^Tbe€BsynaiaR.  Would  jreu  advoci^  the  denial  of  insurance  to  farmers  who  did 
farm  in  a  country  where  it  was  uneconomical  to  farm?  I  wmt  to  get  that  point.  You 
pointed  yeitf  finger  at  it,  but  you  did  not  discuss  it. 
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Mr.  Marsh.  I  would  make  the  taking  of  inBurance,  aasuming  the  Government 
established  a  crop  inswaace  scheme,  elective  or  voluntary,  with  the  farmer.  If  the 
fanner  insists  on  raising  crops  which  the  Government  thinks  it  is  uneconomical  for 
him  to  raise,  then  I  believe  that  the  individual  farmer  if  he  has  faith  and  has  confi- 
dence in  his  ability  and  the  climate  should  pay  a  little  larger  percentage  of  the  m- 
Burance  than  otherwise. 

The  Chairman.  It  would  not  be  a  denial  of  the  contract? 

Mr.  Marsh.  Oh,  no. 

.  The  Ohaikman.  Simply  increase  the  rates?  .  ,  .    .  ...^ 

Mr.  Marsh.  TbsA  is  it;  that  the  farmer  should  take  a  larger  risk  m  ]ueftit|€»<a«^  W 

Ms  own  confidence,  if  the  Government  thinks  it  is  uneconomical. 

But  I  think  with  our  present  marketing  conditions  for  the  Nation  as  a  whole,  it 
would  have  been  a  calamity  had  all  our  crops  been  saved,  because  the  farmers  would 
probably  be  ruined  to-day  if  none  of  these  crops  had  been  destroyed  by  conditions 
over  which  the  farmer  had  no  control.  That  is  simply  because  our  marking  system 
is  so  utterly  inefficient  and  controlled  by  men  who,  aa  a  whole,  haw  edafovely  littje 
sympathy  for  the  fanner.  Th«re  are  exceptions,  but  as  a  wh«de. 

The  Chairman.  Mind  yon,  Mr.  Maxdi,  any  form  of  insurance  that  might  be  wri  tOT 
wiU  not  influence  the  yi^d^llM^np;  kwM  jM^^  Xhat  is  all 

it  is  calculated  to  do.  ,      ^  .  .  u  i  * 

Mr.  Marsh.  I  do  not  know  to  what  extent  these  figures  quoted  mean  an  absolute 
dama^'e  but  let  us  take  the  average  on  wheat.  The  averse  annual  dainage  amounted 
to  30f,200,000  bushels.  Now,  I  would  like  to  be  checked  up  if  1  am  m  error,  but  I 
take  it  that  that  meant  the  crop  was  about  that  much  less  than  a  perfect  crop. 

The  Chairman.  Yes.  .     ,  ,  ,    .1.  .      ^i.  j  v  oai' 

Mr.  Marsh.  And  if  that  had  been  saved  and  the  crop  for  that  year  had  been  301,- 
200,000  biffiheb  mtm  of  wheat  the  t^ideiiey  would  h$m  been.fw  the  fmse  to  go 

way  down  to  the  bottom.  ^1  ^  -c     v  j  • 

'  The  Chairman.  I  appreciate  that,  but  I  want  to  point  out  that  if  we  had  insurance 

on  all  the  wheat  the  same  quantity  would  have  been  lost. 

Mr.  Marsh.  Of  course   j         ^x.      x.  ^ 

The  Chairman.  But  the  loss  would  have  been  distributed  over  the  whole  yield, 

thereby  stabilizing  the  industry.  ^,  ^  v  ^x.*  l  ^  t 

Mr.  Marsh.  Undoubtedly.  But  my  thought  waa  that  by  gettmg  1^  ayrtem  of 
crop  insurance,  we  would  develop  mefliods <rfpreventing auchToBses.  To  my  mmd, 
that  would  be  one  of  the  important  things.  They  often  say  one  of  the  important 
thines  about  workingmen's  compensation  is  not  that  you  let  the  workman  lose  his 
£mdor  his  leff  or  be  killed,  but  an  important  result  is  that  it  reduces  the  number  of 
accidents.   Now,  I  believe  auch  a  crop  insurance  will  lead  to  more  efficient  methods  ol 

production.  . 
The  Chairman.  I  think  that  is  true,  too,  of  course.  *     i.     •  ^ 

Mr.  Marsh.  And  that  would  be  one  of  the  by-products,  perhaps,  of  such  an  mvesti: 

, .  «  •  I 

^Now,  there  are  one  or  two  otber  pointa,  and  I  will  take  but  a  moment  pn  them, 
On  whkt  basifl  are  you  going  to  inaure?   On  the  basia  of  what  the  farmer  might  have 
had  bv  the  erace  of  G«i  if  his  crop  had  survived  the  vicissitudes  of  nature  and  he 
Sot  two-ttods  of  the  cost  of  production?   Or  what  basis?   We  would  like  this  com 
Sttee  to  investigate  whether  in  this  crop  insurance  it  is  not  feasible  instead  of  saying 
"  Here  this  man  lost  400  bushels  of  wheat  and  he  might  have  had  II-IO— to  be  more 
accurate,  somewhere  around  a  dollar"— and  we  would  insure  him  for  that.  j 
Now  that  is  less  than  the  cost  of  production  in  most  areas,  accwiing  to  the  ogaa 
figures    Is  it  not  feasible  to  work  out  a  system  ao  that  you  ^Iw^  «»!°^er  a  PJoAttcT 
Id  say  the  coat  of  production  haa  been  ao  much,  and  no  matter  whether  the  pnc€ 
vou  wm  get  WiU  cover  the  cost  of  production,  to  insure  him  on  the  cost  of  pro- 
Jucticm,  ptaa  a  reasonable  profit,  for  tha*  ia  oaaential  to  permanenUy  continuing  tc 

'^Th^t%f  ^^"tTifother  actuarial  problem.    Of  course  it  does  involve  the  farmei 

keeping  accounts  and  records  of  its  cost,  but  it  is  the  o^ly.,^^^f,,^^tLS*  «^??hi. 
ture  and  some  of  the  gentlemen  who  have  not  run  away  with  enthuaiaam  over  tiue 
SSerrtiv^movement  of  farmers  say  very  frankly  that  at  U«at  a  geneial 
of  wLt  the  farmer  is  spending  and  the  coat  of  hia  operatwM  M  «asential  wliateva 
^Tem  of  marketing  via  havl,  whetlwr  it  is  cooperative  or  other  but  we  suggest 
St  you  im^tSSe  ^Sether  the  insurance  ahoulS  not  be  prorated  to  the  loss  and 
mSviS  oSy  fwamaea  «v«  whidi  the  farmer  haa  no  control  himaelf,  thoae  to  be 

^SS'S^iMAN.  Let  me  ask  about  this.   We  have  had  some  interesting  tesl^ony, 
md  aome  of  the  compaoiea  which  have  had  the  widest  experience  in  thia  field  of 
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insurance  are  issuing  and  selling  what  they  call  valued  pdidea,  based  upon  a  maxi- 
mum liability  per  acre.    You  get  that  thought? 
Iklx     ARSH  Y"es 

The  Ghaiahan.  |10  an  acre  or  815  an  acre.  You  would  have  a  uouvalued  policy, 
ivhflsre  there  would  be  no  »»*T>tniim  liability,  but  the  indflmBity  to  be  paid  imdd  ba 
di^eiident  upon  the  value  of  the  crop  plus  a  iair  pvi^ 

Senator  Keyes.  The  cost  of  production, 
t  Mr.  Marsh.  The  cost  of  production  of  the  crops. 
Hie  Chairman.  Yes;  the  cost  of  production. 

Senator  Keyes.  Plus  a  profit.  *  .  , 

#he  Chairman.  That  is,  the  actual  investment  the  farmw  would  have,  including 
taxes  and  interest  on  his  investment,  I  assume,  as  wdlasthe  labor^ 
Mr-  Marsh.  Yes;  the  uecesBary  coats- 
The  Chaxbmaji.  And  the  oest  of  theidK«feed<3op. 
Mr«  MARaH.  Yes. 

The  Chairman.  Plus  a  fair  profit.    That  would  be  the  measure  of  the  hability? 

Mr.  Marsh.  Well,  I  surest  an  investigation  of  whether  that  is  not  practicable. 

The  Chairman.  I  want  to  get  whether  that  is  your  thought.  ^ 

Mr.  Marsh.  Yes;  that  is  the  thought,  and  perhaps  the  most  valuable  contnmiftMm 
to  our  farm  organizations  would  be  after  you  assembled  this  data  that  we  have  a  cfauoce 
to  study  it  and  then,  after  studying  that,  make  our  xecommmdMtiam  as  to  Pphcy. 

The  Chairman.  Bjw  is  a  question  involving  the  human  element,  Mr.  Matsn: 
Would  the  average  lanner  who  had  a  policy  covering  the  cost  of  producing  the  crop 
plus  a  faif  fmfit  ho  as  prudent,  provident,  and  cautious  as  he  would  be  if  he  could 
only  recover  a  certain  estimated  value  placed  upon  the  crop,  which  he  knew  would 
be  under  the  cost  of  production?  ,  j  /c  i* 

Mr.  Marsh.  Well,  you  have  asked  me  an  X  quantity  question.  It  is  a  ditticult 
question  to  answer.  You  could  not  make  a  general  answer.  But  I  would  pirt  it  this 
way  What  right  has  a  nation  with  the  wealth  of  our  Nation  to  ask  any  mdividma 
farmer,  his  wife,  and  children  to  undertake  to  supply  an  essential  to  ^dstence,  such 
as  food,  on  any  other  beSiB  tlian  assuring  him  that  if  he  exercises  reasonable  but  not 
iupwhuman  tuift,  eneigy,  and  intelligence  and  takes  the  suggestion  of  the  Depart- 
ment of  Agriculture  as  to  what  crops  to  raise  and  adopt  reasonable  methods— you  can 
not  expect  tiiem  to  just  tickle  the  soil  with  a  plow,  or  with  a  tree,  the  way  they  do 
in  some  parts  of  Asia,  for  instance— but  a  man  who  exercises  reasonable  thrift,  inge- 
nuity, and  intelligence  ought  to  know  he  is  going  to  get  a  fair  price  for  his  crop. 
Otherwise,  very  frankly,  how  can  we  expect  people  to  farm? 

I  am  not  asking  a  subsidy  for  farmers,  and  I  started  out  with  saying  flie  point  you 
stress  of  individual  responsibility  has  got  to  be  emphasised,  and  he  has  got  to  con- 
tribute something,  at  least.  I  believe  in  that.  But  it  would  be  mamfestly  unfair 
for  the  consumers  of  food  products  in  this  country  to  say  *'Let  him  continue  taking 
the  risk,  as  he  always  has  done,"  because  in  my  judgment— and  I  have  talked  with 
probably  as  many  farmers  as  most  people  in  the  United  States— the  farmers  say, 
•'Them  days  have  gone  forever,"  when  he  is  just  going  to  produce  and  take  a  slight 

chance  of  breaking  even.  .     .„      «     ^  v  ^  t  u 

I  do  not  know  what  pro  rata  you  will  establish,  or  how  it  will  work  out,  but  1  woula 
like  to  mention  this,  Mr.  Chairman,  very  franl^y,  in  considering  ooeta  of  production 
for  fann  products  as  the  basis  for  insurance,  the  question  whether  you  ought  to  include 
a  4  or  5  per  cent  return  on  farm  land  that  has  been  speculated  in  very,  very  heavily. 
Now.  one  of  the  astouikling  &ets  brought  out  in  your  report,  the  fiiat  volume  of 

your  riport  

The  Chairman.  Inflated  land  values? 

Mr.  Marsh.  Yes;  I  am  afraid  I  haven't  it  here. 

The  Chairman.  I  understand  what  it  is.  .        ^  ' 

Mr.  Marsh.  Well,  the  Census  Bureau  writes  down  tiie  increase  m  vxe  selnng  price 
of  farms  in  the  decade  1910  to  1920,  at,  roughly,  including  iixigation  and  orchards, 
$26,500,000,000.  You  accept  the  figures  of  Doctor  King  that  the  mcrease  m  the  selling 
price  of  farm  lands  due  to  investments  or  efforts  by  the  owners,  was  only  about  $3,- 
017,000,000  instead  of  26J  billion.  Now,  how  accurate  either  of  those  estimates  is  I 
do  not  know,  but  the  disparity  is  such  as  to  call  attention  to  the  obvious  fact  that  the 
American  fanner  who  speculates  in  farm  land  is  not  doing  himself  any  fjood  and.  natur- 
ally, you  are  going  to  run  up  against  the  consumers  on  this  question  ot  insuring  crops. 
Thev  will  have  to  pay  some  of  the  taxes.  ,  ,     ^       -i    •  x 

I  spoke  last  Thursday  night  at  the  Central  Trades  and  Labor  Council  of  greater 
New  York  and  vicinity,  and  I  spoke  at  Philadelphia  on  Sunday  at  a  similar  meeting, 
and  I  i  ust  g«merally  referred  to  this  joint  reeponaibility  to  the  teamen  and  I  think  you 
will  find  fLey  are  quite  lavoiable  to  Hm  Gommnmt  extending  more  pnctacai  help 
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to  the  farmer  than  has  l^eeii  heretofore  extended,  and  perhaps  partly  for  this  reason: 
There  are  between  se\'en  and  eijjht  billion  dollars  of  long-term  indebtedness  out 
against  farm  values.  This  is  largely  invested  by  insurance  and  saviikgs  compaDili — 
M(mt£v«  hundMd  miUknfi,  roughly— by  the  iMei^  Farm  ham  BoaM^d,  roughly, 
$7,000,000,000  by  the  kmuattce  coimpcffl^  and  savings  iiBBtitetions.  Speaking  of 
this  in  a  town  wkere  there  worn  two  companies,  I  told  theoi  Tery  frankly  that  if  the 
farmer  can  not  get  a  fair  price  and  can  not  come  out  even,  those  depositors  and  policy- 
holders who  are  laro:ely  city  folks  themselves,  are  going  to  lose  a  lot  of  money,  and  I 
do  not  know  but  it  will  be  a  recoil  of  judgment,  because  they  loaned  rather  vigorously 
in  some  seasons  of  active  and  most  uneconomic  speculation  in  farm  lands. 

I  just  refer  to  that  because  the  overwhelming  majority  of  farmers  are  victims  inst#d 
of  beneliciaries  of  speculation  in  farm  land.  01  oourse,  that  mattflor  is  gradually 
adjusting  itself .  ,    .     ,  /  (i 

There  are  only  two  other  pointa  Ifyiimnity  we  do  not  suggest  liiat  any  crop  in- 
surance should  cover  recouping  the  farmers  for  losses  which  tl^y  sustain  by  low 
prices  for  the  crops  which  they  actually  sell.  Perhaps  you  will  investigate  this. 
But  it  seems  to  us  that  that  is  more  a  inarketing  problem  and  rather  more  distinct 
than  the  matter  of  insurance  for  crop  losses,  and  can  be  improved  by  improving  our 
marketing  system  with  the  assistance  of  the  Government  and  farmers'  cooperative 
mtoketing  organizations,  which  is  of  greatest  importance. 

Well,  that  coders  the  main  points.  Now,  these  suggestions  of  ours,  Mr.  Ghainnan, 
ara  of  course  lor  lines  of  investigation.  When  you  get  tbeie  l^:ures  toceth^  I  tMnk 
aU  of  ns  will  want  about  a  month  to  study  them  over,  bttt  we  wmdd  ask  imilto  study 
«ii«fiiBy  whether  the  combination  of  Federal,  State,  and  county  insurance,  those 
ttaee  gOWnmental  divisions  to  meet  most  of  the  expense,  together  with  a  certain 
proportion  to  be  met  by  the  individual  farmer,  is  not  the  fairest  way  to  meet  this  prob- 
lem, which  is  a  national  problem  and  not  a  North  Dakota  problem,  or  a  Mississippi 
problem,  or  an  Oregon  problem,  or  New  Hamphaire  problem,  but  a  national  problem, 
and  we  shall  await  the  result  vdth  great  interest. 

The  Chaikman.  Mr.  Marsh,  the  ooBUiiittee  k  very  thankfid  to  you  for  yoiir  eontri- 
Imtiaa.  Wor  wiU  after  headng  ot&«  faettito  of  farm  ocgMUMitimia  perhaps  not  meet 
i^iHn  nntU  December.  Tliat  wili  give  you  and  others  an  opportunity  to  nsfld  the 
raooid  and  study  the  matter  and  to  ccme  in  more  immediate  contact  with  the  members 
of  your  organization,  and  vmy  liksiy  mthe  fall  you  jom  contrUmte  mpre  of  h^pfulm^ 
to  the  general  situation. 

Mr.  Marsh.  Mr.  Chairman,  I  am  going  to  spend  two  or  two  and  a  half  months  this 
summer  in  talking  at  farm  picnics,  starting  in  Arkansas  and  going  down  into  Texas  and 
up  in  the  Northwest,  and  I  will  talk  this  over  with  the  farmers,  because  I  generally 
talk  for  an  horn  and  then  listen  for  six  honm* 

fthe  CHanouur.  Thank  you.  •  • 

We  will  stand  adjourned  until  to-morrow  noming  at  11  o'clock. 

(Whereupon,  at  1  o'clock  and  10  minutes  p.  m.,  the  select  eonomittee  iidjioanied 
mitil  to-morrow,  Friday,  April  27,  1923»  at  U  o'clock  a.  m.) 


I^IYESTIGATIOJS  0!  CHOP  INSUEANCE. 


FBIDAY,  AFBIL  27,  1923. 

'   .  UKfrao  States  Senate, 

BsiiBCT 'OMUfSimB  ON  Caov  Insurance, 

Washia§m,  D.  C. 

TSie  select  committee  met,  pufraatit  to  adjoamment  on  yesterday,  at  11  o'clock 
a.  m.  in  room  324,  Senate  Office  Building,  Senator  CSutflee  h.  McNary  ptwUUng. 
Present:  Senators  McNary  (chairman)  and  Keyes. 

The  Chaibm AN.  Hie  committee  will  come  to  order.  Doctor  At^eaon,  we  will  hear 
you  now. 

STATEMENT  OF  DB.  T.  C.  ATKESON,  WASHINGTON  BEPBESENTA- 
TIVE  OF  THE  NATIONAL  GBANGE,  630  I^OUISUUiA  AYBHITB  NW^ 
WASHINGTON,  D.  O. 


■  1/ 


Mr.  Atkbson.  Mr,  Chairman,  after  reeeiviBg  the  notice  from  Senator  McNary  <rf 
this  healing  we  sent  a  questionnaire  to  the  masters  of  the  State  granges  throughout  the 
f>mmtry^  ^^mg  some  questions  with  reference  to  the  subject  matter  of  this  hearing. 
A  number  of  those  State  masters  have  replied,  and  a  larger  number  have  not  replied. 
'  Without  any  further  introduction  1  will  read  the  three  questions  that  we  asked  of 
these  people.    The  first  question  is: 

"  Wnl  you  let  us  know  if  your  State  grange  has  ever  investi^ted  this  subject,  or 
participated  in  any  way  in  any  crop  insumics  mterpiise;  and    so,  the  imUIb?" 
lliis  aqswer  is  mm  me  master  of  the  Pennqrlvania  State  Grange: 
"We  have  not.** 

Second:  ..... 

"  Anythiiig  yoa  know  about  any  other  &urm  organization's  activities  in  crop  insui^ 

ance? 

The  answer  is:  • 

**The  Farmers'  Union  in  some  of  the  Middle  Western  States  have  crop  msurance, 
I  am  told.  ^        •  .... 
Third: 

"What  privately  owned  or  State  owned  fadlitieB  for  crop  insumnce  aie  avaiUde 
to  the  ftkrmemin  your  State  at  tins  time?" 

He  answers^ 

*'Very  little  crop  insurance  is  used,  except  among  tobacco  growers." 
That  is  in  Pennsylvania.    He  adds  a  note  to  his  answers: 

"There  is  very  little  demand  for  crop  insurance^  other  than  for  tobacco,  and  so  we 
have  not  taken  the  subject  up  at  all. " 
That  seems  to  be  the  situation  in  Pennsylvania. 

Mr.  S.  J.  Lowell,  mastw^  the  Ni^tioBid  Grange,  Fredonm,  N.      auula  tboB aaswer: 

"Our  State  gmx^  has  never  gone  iuto  CiOf)  insurance,  but  I  am  qiute-sura  a  imm* 
ber  of  States  have.  I  remember  distinctly  that  Gdorodo  had  a  crop  insurance  in  some 
form.  If  you  send  copies  to  the  various  State  granges  you  will  get  definite  results. 
I  am  at  a  loss  to  know  what  the  Goverammt  authodties  aro  after,  unless  they  think 
of  going  into  crop  insurance. " 

Mr.  Leslie  R.  Smith,  member  of  the  National  Grange  executive  committee  and  past 
master  of  the  Massachusetts  State  Grange,  writes: 

"Your  letter  of  April  14  is  at  hand.  There  has  nothing  been  done  about  crop  in- 
surance by  our  State  grange  »  by  anymie  else  i&  ^nx  State,  eKoq)ting  a  lew  cwa- 
panics  have  written  insuim&ce  fc^  hail  in  a  limited  way  upon  our  tobacco  crop,  in'* 
suriug  the  crop  fisr  $150  per  acre,  whidh  jtet  about  ooveia  the  labor  cost  U  has JUfver 
Worked  out  very  satisfactorily." 

That  is  for  the  laige  tobacco  interests  up  there  m  the  GoimectLcut  Valley. 
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Mr.  E.  A .  Eckert,  master  of  the  Illinois  State  Grange,  writes  in  answer  to  our  ques- 
tionnaire: , . 

"Our  State  grange  has  never  invest itjated  the  insurance  problem,  bo  far  as  x  Know. 
I  know  of  some  that  have  investigated  it.  The  old-line  companies  write  insurance 
on  hail,  but  the  cost  is  so  high  f<»  our  State  that  very  few  farmers  take  it. 
Mr.  J.  P.  McMuUen,  mastw  of  the  Kansas  State  Grange,  makes  this  reply: 
"Our  insurance  company  has  written  hail  insurance  on  crops,  but  to  my  knowledge 
it  was  not  a  paying  investment  for  our  company,  so  we  are  writing  hail  insurance 
now  under  contract  for  the  lincoln  Mutual  Insurance  Co  ,  of  Topeka,  Kans.  I  will 
forward  your  letter  to  Mr.  John  R.  Thorne.  our  insurance  secretarjj,  as  he  la  in  much 
better  position  to  give  you  the  information  that  you  are  asking  for." 

Mr.  Thome  replies  to  our  query  as  follows:    ^  -  xi.    i  ^*v, 

"Just  to-dav  received  from  State  Master  J.  P.  McMullen  your  request  of  the  14th, 
too  late  to  getVou  anything  by  the  24th.  I  am  indosing  a  copy  of  our  application  for 
grain,  hay,  and  Uve-stodcinsBiaaee  for  any  manber  of  mon^  up  to  12;  also  a  five- 
year  appUcation. 

"Our  experience  at  our  low  rate  is  that  we  iust  about  come  out  even-  We  wnte 
large  volumes  of  grain  insurance  each  v^ear  against  fire  and  lightning. 

This  company  mails  copies  of  these  two  application  forms.  I  do  not  know  whether 
they  will  be  of"  value  to  the  committee  or  not,  but  if  you  wish  to  have  them  1  wiU 

leave  them  with  you.  ,  ,  rk^^^. 

The  Chairman.  We  would  like  to  have  them  filed  with  the  OMBmittee,  Uoctor. 

Mr.  Atkbson.  They  are  subject  to  the  examination  ol  yo«t  oommrtte©  if  you  do 
not  caze  to  put        in  the  record. 

Harry  A.  Caton,  Master  of  the  Ohio  State  Grange,  writes:  ; 

"I  dug  into  the  matter  somewhat  up  to  the  last  day,  thinkmg  I  might  uncover 
some  data  that  would  be  of  some  help  to  you.  ^  ,   •,  •  n  , 

"  The  only  crop  insurance  I  could  unearth  was  quite  a  bit  relative  to  hail,  especiaUy 
in  vegetable  and  greenhouse  centers. "  ,  .  ■ 

Those  are  all  the  replies  that  have  come  in  up  to  this  time.       ,  ^.  . 

Like  Mr.  Lowell.  I  have  wondered  a  Uttle  what  the  purpose  of  tlus  mvestigation 
was.  and  after  reading  this  brief  article  from  one  of  the  city  papers  I  am  wondenng 
if  this  states  what  is  in  tiie  mind  of  tbe  committee,  or  of  the  Senate,  in  connection 
withtibu  inveetigKtkm.  I  do  not  recall  which  one  of  the  pj^ws  this  clippwig  M  from. 

The  article  reads:  , , 

"Crop  insurance,  under  which  the  farmer  will  be  able  to  recover  a  reasonable  pro- 
portion of  his  planting  and  cultivating  expenditures  m  the  event  of  his  failure  to 
make  an  average  yield  is  on  the  nonpartisan  farm- bloc  program  for  passage  at  the 
next  session  of  Congress,  provided  a  satisfactory  plan  can  be  worked  out,  senator 
Smith,  Democrat,  iSouth  Carolina,  said  last  night.  #  -    i,-  v  c 

"A  special  subcommittee  at  the  Senate  Agricultural  CoOTmttee,  of  which  Senator 
McNary,  Oregon,  is  chairman,  and  Senators  Keyes,  New  Hampshire  and  Smith  are 
memb^,  deaded  yesterday  to  begin  hearings  on  crop  insurance  the  h»8t  week  in 

"^^ff^hete  is  a  real  prol)lem  in  crop  insurance,'  Senator  Smith  said,  '  and  our  purpose 
is  to  provide  a  method  bv  which  the  Government,  at  small  cost  to  the  farmer,  can 
insure  him  substantially  all  that  he  has  expended  in  his  effort  to  make  a  crop  when 
he  experiences  complete  failure,  and  to  reimburse  him  a  proportion  of  his  expense 

when  his  production  is  not  nonnal.  ,  ^  .    •  • 

"'The  busineM  man  and  substantiailly  every  one  olse  can  obtain  insurance  in  his 
buainesB  except  the  farmer.  He  now  can  insure  his  cwms  against  storm  damage  and 
can  obtain  inaunace  on  his  Uve  stock,  his  home,  and  his  barn,  but  m  his  real  business 
of  making  a  crop  ha  must  gamble  with  weather,  pest,  and  everything  else  that  mean 
aoccess  or  failure.  If  we  caij  work  out  some  plan,  as  I  think  we  can,  by  which  his 
investments  in  making  a  crop  will  not  be  a  complete  loss  to  him  in  case  of  crop,  failmre 
or  a  partial  loss  when  he  has  a  crop  shortage,  we  will  go  far  toward  stabilizing  th6 

wondering  if  that  is  a  definite  idea  as  to  the  purpose  that  was  in  the  mind*  of 
the  Senate  or  in  the  minds  of  the  cfflnmittee  investagating  this  matter. 

Senator  Kxtbs.  Apparently  it  was  in  the  mind  of  one  member  of  the  conmuttee, 
and  I  MgMt  peraoiiaUy  Ibst  he  Ut  jwt  here  to  tell  us  more  about  what  he  did  have  in 

™The  Chairman.  Doctor,  that  purports  to  express  Senator  Smith's  view,  tiW^b 
perhaps  somewhat  immaturely.  The  resolution  speaks  for  itself.  You  have  reaa 
the  resolution.   The  field  is  rather  a  new  one.  .  .  i* 

We  all  must  realize  that  with  a  new  propomtum  suc^aa^lbis  is,  even  though  it 
contains  a  tremendous  amount  <rf  merit,  we  can  go  forwaid  with  legiBlataon  only  after 
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Hloroifgh  study  has  been  made  of  the  vaiious  angles  to  I  e  considered  and  collection 
of  a  great  deal  of  data.  The  purpose  of  this  committee  and  those  who  are  interested 
in  farm  problems,  as  vou  are,  is  to  stabilize  farm  ventures;  and  one  of  the  best  methods 
is.  in  mv  opinion,  a*  practical  scheme  of  crop  insurance.  But  the  Government  has 
not  sufficient  dat-a  to  project  itself  into  that  held.  It  is,  of  course,  necessary  to  collect 
sufficient  information  before  anyone  can  undertake  the  issuance  of  crop  policies  that 
will  be  foir  to  the  former  and  safe  to  the  investcu:,  whether  a  mutual  ccmipaay  cr  an 
old  line  or  cooperative  organization.   That  is  what  we  are  here  for. 

Mr.  Atkeson-  Out  cffganisation,  whim  is  now  50  years  or  more  old.  has  had  diu-mg 
HkB^t  pmod  more  or  lees  experience  in  various  kinds  of  insurance.  It  has  developed 
a  quite  successful  life-insiu-ance  plan,  and  I  think  there  has  ne^er  been  a  failure  m 
its  cooperative  life-insurance  Undertakings,  and  millions  of  dollars  are  carried  in  the 
cooperati\'e  fire  insiuance. 

In  some  of  the  Western  States  some  effort  has  been  made,  as  the  gentleman  from 
Kansas  indicates,  to  insure  coopewrtively  against  hail  and  cyclones  and  possibly 
«oroe  other  disasters,  and  I  am  moUned  to  think  that  possibly  North  Dakota  and 
maybe  some  oth&  of  the  Western  States  have  made  some  efiorts  at  crop  insurance  by 
Ifce  State  governmente.    I  am  not  sme  about  what  has  been  done  in  that  ]>articular. 

It  seems  to  me  that  crop  insurance  can  be  successfully  operated  through  only  one 
of  tnree  systems— or  ]>ossibly  all  of  the  three.  First,  there  is  t^.e  cooperaln  e  system 
or  plan,  which  rests  entirely  on  the  voluntary  action  of  the  farmers  themseh  es.  The 
much-abused  word  '"cooperation"  is  made  to  comprehend  a  good  many  things,  but 
as  I  understand  it  a  cooperative  insurance  undertaking,  like  any  oth^  cooperative 
undertaking,  is  piu-ely  voluntary,  and  all  the  law  caa  do  is  determine  the  I^lity  of 
it  and  the  powers  ai&d  timitations  of  a  CGoperati:\e  undertaking  in  any  kind  erf 
insurance. 

Then  we  have,  of  course,  the  well-established  system  of  insurance  by  corporations 
or  joint-stock  companies,  such  as  prevails  in  connection  witix  hre,  life,  and  other 
insurance  undertakings. 

In  addition  to  that,  some  people  seem  to  have  in  the  back  of  their  heads  the  idea 
that  either  State  governments  or  the  National  Government  should  provide  this 
scheme  that  is  indicated  in  the  newspaper  clipping  tiiat  I  read— that  the  Govem- 
mmt  should  gointo  inisaranoe  business,  At  leaat  so  far  as  the  fonnera  are  con* 
cemed.  I  do  not  know  how  prevalent  that  idea  is,  but  it  seems  to  me  that  in  a 
general  way  one  or  the  other  of  these  three  methods  must  be  adopted,  if  any  is. 

I  think  we  all  agree  that  it  is  a  desirable  thing  to  do  if  it  can  be  done  safely  and 
soundly  and  economically,  as  well  as  politically,  for  that  matter;  but  it  is  perhaps 
better  to  bear  the  ills  we  have  than  to  rush  into  some  scheme  that  might  involve 
unknown  difficulties. 

It  is  comparatively  easy  to  insure  a  thing  that  is  in  existence,  to  work  out  some 
plan  by  wmch  tiiose  wfao  take  the  risk  may  determine  the  nature  and  unount  of 
^  tisk  they  are  assuming,  as  in  liie  insuiaoce^  fire  insurance,  hail  insurance,  and 
frost  insurance,  but  just  how  we  can  insure  a  crop  that  has  not  been  planted  yet  is 
somewhat  puzzling  to  me.  Whoever  assumes  the  risk  must  assume  a  risk  that  is 
highly  moral  and  industrial,  as  well  as  financial.  The  people  who  plant  in  Feason  and 
cultivate  adequately  and  use  proper  fertilizers  and  proper  protection  against  insects 
and  fungus  diseases  and  all  the  other  calamities  that  may  overtake  a  crop  of  a  gixen 
kind  must  help  to  carry  the  load  of  the  individual  who  fails  to  do  those  advantageous 
things.  If  a  farmer  is  to  be  assured  of  getting  the  value  of  his  crop  anyway,  he  will 
be  less  indined  to  spray  in  seMon  to  imvent  tiio  lavi^  of  insects  and  fungus  diseases 
and  all  that  sort  of  thing.  ,  -        ^  u  . 

So  to  undertake  to  do  that  btfore  tiie^p  ia  planted  must  lead  ua  into  a  fiekl  at 
tmlimited  difficulties.  .  jr  i 

The  Chairman.  Doctor,  much  of  what  you  say  is  true,  but  you  are  unmindful  of 
the  fact  that  experience  has  answered  many  of  your  observations.  No  companies 
write  a  policy  before  the  crop  is  sowed.    No  one  proposes  to  do  that.    There  has  been 

Suite  a  Uttle  experience,  according  to  the  testimony  of  the  insurance  companies,  and 
ley  do  not  do  tiiat.   You  are  assuming  a  situation  that  does  not  exist. 
Ite.  Atkesok.  The  question  is,  what  are  we  driving  at?  From  reading  the  state- 
mrat  by  Senator  Smith  it  would  appear  to  ba  to  gofliM^ 
in  case  of  total  failure. 

The  CHAmMAN.  We  are  not  maloMthe  investigation  on  some  one  s  statement  that 
has  no  relation  to  the  investigation .    What  we  want  is  to  follow  out  what  we  are  trying 
to  do,  not  what  some  one  else  has  said. 
Mr.  Atkeson.  I  am  trying  to  find  out  what  you  do  want  to  do. 
The  Chairman.  As  I  have  said,  the  record  is  ample,  and  you  have  tiie  resolution, 
as  to  the  geneml  purpose  of  the  hearing.  ' 
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Mr.  Atkeson.  I  am  only  trying  to  indicate,  if  I  may,  «Hne  of  the  diflieulties^iii  the 
way  of  guamnteeiiig  BsBfbly,  by  any  system  of  ixwirance^  tSiat  a  man  will  harvest  a 
crop,   n  we  undeimce  to  do  that,  I  do  not  know  just  when  the  insurance  would 

b^;m.  Possibly  it  would  l)e  the  day  after  the  crop  is  planted,  or  possibly  when  it  ia 
partly  cultivated.    Probably  you  gentlemen  will  be  able  to  work  out  some  scheme  

The  ('HATiniAx.  There  aorain,  we  are  not  trying  to  work  out  a  plan  that  will  insure 
a  man  a  crop,  or  that  he  will  harvest  his  crop.  We  do  not  want  to  insure  a  man  a 
profit:  we  are  not  (onsidering  that.  But  it  is  hoped  that  some  agency  might  be 
devised  whereby,  in  case  there  should  he  damage  to  a  growing  crop,  the  man  would 
not  suffer  the  total  loss  of  his  whole  year's  effort  and  his  capital.  No  one  wants  to 
give  a  fanier  a  bonus  and  say,  '*Here,  you  can  have  it  whatever  yon  do,'*  and  then 
turn  hm 'loose,   l^at  is  not  the  theory  upon  which  we  are  goin^. 

M^*  Atkeson.  As  I  said  awhile  ingo^  it  is  a  desirable  thing  if  it  can  be  worked  out 
safely  and  soundly. 

Teavinf?  out  the  difficulties  of  the  problem,  wliich  I  am  not  much  concerned  about. 
I  am  confronted  with  the  ([uestion  as  to  wt\o  is  going  to  undertake  this  risk  or  hazard 
wiiich  is  in\  oK  ed  in  growing  a  crop.  Tn  the  first  place,  with  no  insurance,  the  indi- 
vidual farmer  takes  it^  of  coiirse.  WTiatever  the  risk  may  be,  he  stands  to  lose  er  win. 
That  is  one  of  the  serious  drawbacks  to  the  farming  businesB  everywhefe,  moM  haz- 
ardous, perhaps,  than  any  otiier  bnednesa.  * 

Now,  if  we  undertake  thu  insurance,  U  we  und^take  to  guarantee  to  th#tflliner 
who  inciu-s  the  expense  of  |woducing  a  crop  and  fails  to  get  his  crop  because  of  drought 
or  flood  or  frost  or  some  other  calamity  ,  it  is  difficult  to  determine  just  what  is  a  crop, 
because  when  we  deal  with  averages  w  e  deal  with  a  twilight  problem. 

Vj)  to  this  time  commercial  insurance  concerns  have  not  found  this  line  of  insur- 
ance attractive.  They  insure  live  stock,  because  cattle  or  sheep  or  hogs  are  visible, 
and  they  know  what  they  are  insuring  and  can  approximate  its  value.  They  will 
insure  wheat  in  barns  and  in  granaries  Md  ^tevattHB  becrafie  th^  tangible 

Sblem.  It  is  easy  to  adjust  the  insurance,  and  so  it  is  proorided  l»tte  a  peatec  or 
I  extent  by  iraurance  companies. 

Efforts  have  been  made  idong  that  same  line  by  cooperative  insurance  undertak- 
ings and  some  of  the  faim  cwganizations.  They  have  not  been  very  successful— I 
mean  in  insuring  even  the  visible  things,  like  cattle  and  wheat  in  the  field  and  in 
the  barns  and  in  the  ojanaries.  There  have  seemed  to  be  difficult  problems  involved, 
and  coo])eratiA  e  insurance  has  not  accomplished  a  great  deal.  However,  it  has  been 
experimented  with  for  lialf  a  century. 

The  other  system  is  some  kind  <rf -State  or  Govteiliment  insuzance,  which  for  myaelf 
Idanoteventakethethnato  contemplatci  atall-  It  is  nntbinliftble  to  me.  I  have  no 
quanel  wilii  the  man  who  believes  in  it,  however,  but  I  can  not  get  my  mental  proc- 
esses aroimd  that  conception.  We  would  have  a  merry  time  if  we  undertook  to  adjust 
our  Government  officials  and  methods  to  the  inspection  and  complicated  problems 
involved  in  guaranteeing  that  the  fanner  will  get  at  least  a  part  of  the  cost  of  produc- 
ing his  crop  when  he  loses  it. 

Maybe  that  is  the  way  out,  however.  I  have  no  quarrel  whatever  with  the  man 
who  thinks  that  is  the  solution;  and  if  that  is  the  solution,  why,  then,  we  will  all  say 
amen  to  its  accomplishment.  t  i  i_ 

I  isbhik  no  one  appreciates  tite  iinpcHiwiee  at  this  problem  more  Hum  I  do,  because 
I  have  been  compelled  to  consider  it  from  various  angles.  My  own  conviction  is  that 
if  it  is  to  succeed  along  the  lines  of  safety  and  sound  economics  and  efficiency  and 
without  involvii^  paternalistic  governmental  activities,  the  solution  is  through  some 
sort  of  cooperative  insurance  by  which  the  farmers  themselves  in  the  aggregate  will 
assimie  the  responsibility  and  the  administration. 

In  our  experience  with  fire  insurance  we  have  reduced  the  cost  as  compared  with  the 
old-line  companies,  from  60  to  50  per  cent.  I  am  carrying  my  farm  property  now  at 
the  amount  of  $6,000  or  $7,000  in  a  grai^e  fire  insiimnce  company  thathas  bera  ui 
existence  for  about  35  yeafs,  and  Hie  ceM  iuus  n0vw  appraidrad  ludf  «f  wtttt  the  fli** 
line  companieB  wouM  caarry  Hurt;  rWc  for. 

We  have  cut  out  aberint^y  <wr  overhead  costs,  except  the  cjmte  small  salary  paid 
to  ^e  secretary  of  the  company.  Of  course,  there  are  little  mcidental  costs  where 
losses  occiu*,  in  the  adjustment  of  the  losses. 

There  can  be  no  more  economic  system  of  insurance  than  a  sound  cooperative 
system,  and  I  am  willing  to  work  with  anybody  and  everybody  that  can  get  together 
on  a  sound  cooperative  system  of  crop  insurance.  And  perhaps  we  had  better  not 
go  too  far  at  first,  but  cover,  for  example,  ficort  among  &e  tlie  tobftoco  groweraiuid 
the  fruit  growers  or  loss  fxom  hail,  and  expand  «nd  enlwge  our  efforts  m  &e  direc»on 
of  complete  crop  iwramnce,  aaotl  ^imny  tlirough  a  cooperative  and  voluntary  undw- 
taking  of  the  faanem  themaelveB,  iprith  stidirwiitmgagt&lito^tn*^ 
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«ar>^  of  the  limitations  and  legal  methods  by  which  cooperative  insurance  under* 

takings  may  be  operated .  m.  •     i.  •  j. 

I  think  I  have  told  you  all  I  know  about  this  subject.  ,  T^   *  rm. 

The  Chairman.  Your  statement  hM  been  of  veary  great  interest,  Doctor  Ihe 
<mnHiittee  hopes  by  taking  this  up,  in  some  way  through  legislative  action,  to  direct 
the  Secretary  of  Agriculture,  through  his  various  instrumentahtiee,  to  collect  more 
detailed  intemation  regarding  the  various  risks  that  are  to  be  taken  by  those  who 
mkht  insure;  to  collect  data  regarding  the  damages  and  hazards;  and  when  that  is 
put  in  the  possession  of  a  cooperative  organization,  a  group  of  citizens,  or  a  priyate 
corporation  that  wants  to  undertake  it,  or  a  mutual  orgamzation,  they  wiU  nave 
something  definite  upon  which  they  can  work. 
Mr.  Atkeson,  It  seems  to  me  that  that  needs  to  be  done.  .   ,  v 

The  Chairman,  That  is  what  we^wiat  to  do,  that  much  anyhow.  And  we  hope 
that  it  cm  be  done  in  coopetation  with  organizations  such  as  you  are  the  head  of, 
and  such  as  Mr.  SUver  is  at  the  head  of,  and  Mr.  Barrett,  and  others,  and  with  the 
Stete  oiganizaticmB,  throng  flieir  agricultural  societies,  county  assessors,  etc.,  so 
that  in  time  to  come  we  may  understand  every  element  involved.  I  am  glad  to 
know  that  you  feel  that  is  one  thing  that  should  be  done.  _ ' 

Mr,  Ax^BSON.  That  is  fundamental;  that  must  be  done  as  a  beginning. 

STATEMENT  OF  MB.  GRAY  SII.VER,  WAOTmjGTONMPEBmg^ 
TIVE  AMERICAN  FARM  BURBATJ  FBDBBATION,  Mvmmx 
BUILDING,  WAaBTNGTON,  D.  C. 

The  Chaikman.  Mr.  Silver,  we  are  devoting  this  day  to  hearing  from  the  h^s 
of  the  national  farm  organizations.  I  think  you  are  able  to  discuss  this  subject  m 
your  own  way  and  mthout  interruption,  and  I  hope  you  will  proceed  as  you  see  M. 

Mr.  Silver.  I  thank  you,  Mr.  Chairman.  I  think  the  question  of  crop  insurance 
is  closely  related  to  and  a  part  of  the  general  thought  and  effort  toward  stabilizing 
agriculture  as  a  productive  and  safe  business.  The  individual  fanner^  ojuree,  is 
able  to  do  many  things.  He  can  secure  his  land,  and  wilh  the  Md  of  ttie  aim  kmi 
system  can  more  readily  do  it  than  he  could  at  one  time.  He  canjarepare  his  lands 
«id  plant  them.  He  can  build  his  necessary  structures  on  it.  Thai»  JBii«B  may 
he  instiled,  and  aftOT  he  has  secured  a  crop  the  completed  crop  can  be  msiired. 

However,  there  is  a  place  between  the  planting  and  the  harvesting,  where  there 
may  occur  such  things  as  frost  and  hail  and  other  haaMds,  that  have  not  been  fully 
<»  successfully  covered,  and  vet  it  is  verv  vital. 

Now,  the  indi^'idual  farmer  acting  alone  can  not  bridge  that  pp— £69*" 
carry  his  own  insurance  without  undue  hazard.    He  can  not  contnd  me 
hail  or  the  other  hazards.  ^  This  causes  us  to  think  abofUt  some  method  oth«r  ttaa  is 

now  available  to  the  individual.  .         ,        ,      •  , 

Now  what  is  that?  In  carrvii^  our  buildings  and  completed  crops  we  rely  on 
WBUiance.  Whether  it  be  old-line  insurance  or  cooperative,  for  the  purple  of  this 
discunion  does  not  make  any  material  difference.   It  is  the  protection  that  is  the 

material  thing.  .  .  ^  _ 

Throuf^h  the  Department  of  Agriciilture  and  other  contacts  between  tbe  Uovem- 
ment  and  farmer,  both  indi\-iduallv  and  collectively,  there  should  be,  it  seems  to  me, 
some  way  found  of  gathering  such  information  as  is  necessary  to  detramme  Mte  aver- 
ages, and  that  insurance  could  be  found  to  protect  those  hazards.^  And  with  tbose 
towards  protected,  and  with  the  enlaigemrait  warehousing  act  «iich  we  now  have, 
with  the  intermediate  credit  and  the  other  things  which  Congress  so  kindly  provided 
this  last  session,  agriculture  should  be  greatly  stabilized  and  benefited. 

When  we  think  at  it  from  the  financial  point  of  view,  which  is  most  important  tt» 
inmiring  of  the  crop  during  the  growing  and  maturing  stage  is  as  important  as  the  acu- 
ities to  handle  it  when  completed,  for  if  you  are  not  able  to  carry  it  through  you  have 
no  need  of  the  other  facilities.  It  is  only  the  crops  that  are  earned  to  completion 
that  you  can  liave  for  the  purpose  of  warehousing  and  distributii^  to  llieconsiimeiras 

the  time  of  need.  ,  .    ^       ^ ,  i.  j 

Then,  again,  the  man  who  is  just  b^ibuung  to  faim, «  tibe  taunt  fanner,  who  does 
not  have  the  resources  behind  him,  who  does  not  have  a  nest  egg  laid  away  for  a 
rainy  day,  is  confronted  witii  a  very  serious  situation  when  he  is  threatened  with  hail 
or  frost  or  aome  of  the  other  hazuds  that  come. 

Insurance  is  recognized  as  a  proper  charge  against  all  other  businesses,  and  m  agri- 
culture, so  far  as  it  has  been  developed,  so  that  it  is  a  very  important  thing  to  con- 
eider  And  if  it  is  recognized,  as  it  is,  as  a  proper  charge  it  should  be  gotten  on  a  basis 
such  that  it  may  be  available  not  to  a  few  farmers  in  a  cooperative  organizabxm  Who 
write  some  insurance  locally,  but  to  everybody.  To  »  limited  extent  some  oid-Ime 
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companios  have  written  some  crop  insurance,  and  if  my  information  is  correct,  to  their 
unhappiiiess  in  the  end  as  a  result  of  not  having  sufficient  information  on  which  to 
base  the  risk. 

I  am  fully  convinrad  that  th^  is  just  as  much  of  a  place  for  knowledge  that  will 
protect  any  crop  as  there  is  for  the  fire  protectioa  ol  a  completed  orop  cmt  in  life  insur- 
ance. And  if  that  knowledge  can  be  had  we  can  find  out  tne  areas  that  are  ordinarily 
covered  by  hailstorms:  we  can  find  out  the  damage  that  is  ordinarily  done.  I  am  of 
the  opinion  that  the  insurance  companies  are  not  in  shape  to  do  it.  I  am  of  the 
opinion  that  the  farm  organizations  alone  can  not  do  it.  iiut  working  together,  the 
Government  agencies  that  have  contact  with  the  farmers,  the  farmers'  organizations, 
the  insurance  organizations  already  existing,  and  perhaps  others,  can  find  a  method 
by  which  when  fliis  tenant  farmer  or  beginner  risks  his  all,  and  perhaps  borrows  from 
his  ne^hbor  on  an  mdoarsement  to  plant  a  crop,  he  can  be  sure  of  growing  that  crop, 
fbr  he  will  pin  to  his  obligation  which  he  may^ve  to  his  banker  mend  a  crop  insur^ 
ance  certificate  or  premium  that  would  iitture  him  against  the  loss  of  the  investment. 
It  would  insure  him  a  profit  on  the  oop  ov  at  1^  insure  against  the  loss  of  thi^ 
investment. 

When  these*  hazards  are  known,  that  charge  can  not  be;  large  as  compared  with 
what  he  has  invested,  in  connection  with  securing  the  land,  preparing  the  land,  seed- 
ing the  land,  and  perhaps  cultivating  the  crop.  It  has  cost  him  several  dollars  an 
acre  jto  do  that,  and  th^  he  would  need  an  additional  charge  of  50  cents  or  |1 
an  acre,  and  that  is  a  proper  charge. 

I  trust  that  with  the  data  that  this  committee  will  be  able  to  gather  and  in  the- 
conclusion  you  may  be  able  to  reach  in  your  findings  the  committee  will  be  of  the 
opinion  that  something  can  be  done  and  will  be  able  to  suggest  some  helpful  way  of 
gathering  the  information  needed  to  make  it  possible  that  these  things  be  done.  If 
you  can  do  that  it  will  be  a  great  step  toward  stabilizing  and  making  safe  agriculturQ 
as  a  business.    I  thank  you,  gentlemen. 

^  The  Chairman.  That  is  very  interesting,  Mr.  Silver.  I  assume  that  your  organiza- 
tion would  gladly  cooperate  with  other  him  organizations  and  the  Government  and 
State  oflSdals  in  me  collection  of  data  and  in  makmg  use  of  it  afte^  it  has  been  gathered?* 
Mr.  Silver.  We  will  very  gladly  cooperate  in  that  way  or  any  other  way  that  we 
may  be  able  to.  I  may  say  in  that  connection  that  we  have  organizations  in  some 
2,700  counties,  and  that  covers  a  large  part  of  the*country.  We  could  be  hdlpful,  and 
will  be  glad  to  be  helpful  in  any  wav  possible. 

Senator  Keves.  Mr.  Silver,  is  this  a  subject  that  has  been  considered  very  much 
by  the  various  organizations  connected  with  the  Farm  Bureau  Federation  in  the- 
different  States? 

Mr.  Silver.  It  has  been  discusised  frequently,  Senator*  There  is  no  consensus  of 
opinion  on  just  what  should  be  done,  but  there  is  i^reement  in  all  minds  that  some- 
tnii^  should  be  done  to  bring  about  this  desired  thing.  At  some  later  time  they  may 
have  some  definite  conclusion,  which  I  will  submit  to  the  committee. 

The  < 'HAiRMAN.  I  was  iust  about  to  make  this  suggestion,  following  Senator  Keyes's 
statement  to  vou.  We  vriW  ad  ourn  to-day,  and  will  have  this  record  printed,  which 
I  am  sure  will  be  verv  interesting  and  helpful,  and  then  reconvene  about  the  first 
week  in  December.  Now,  you  gentlemen  going  around  through  the  country,  meeting^ 
those  whom  you  represent,  having  read  the  record,  may  get  some  new  information 
from  personal  ccmtact,  and  it  would  be  very  helpfid  to  this  committee  if  you  covHd 
flit  down  wiHk  us  scmie  time  in  December  and  give  us  the  benefit  of  the  imormatiou 
that  you  have  gathered  durtx^  /Ae  mmm&r  and  &Q.  We  hope  that  you  will  keep 
that  in  mind- 

Mr.  Silver.  Mr.  Chairman,  if  there  is  some  wav  by  whic  h  we  could  get  sufficient 
copies  of  the  printed  record  to  send  to  our  county  organisations^  wo  would  be  glad 
to  do  it. 

The  CiTAiRMAN.  I  will  get  an  order  for  as  many  as  are  needed.  I  tliink  we  have 
ail  recognized  for  yearj  that  it  is  going  to  be  one  of  the  great  stabilizing  factors  in  agri- 
eulture.  Every  other  human  activity  is  protected  except  the  fumer's  and  of  all  he 
should  be  protected,  because  he  has  tiiie  greatest  risk. 

Mr.  Silver.  Yes;  and  hazards  over  which  man  has  no  control. 

The  Chairman.  Certainly.  So  if  we  will  all  go  ahead  and  collect  data  and  informa- 
tion, I  think  it  would  be  most  helpful  to  everyone,  and  I  am  glad  that  you  will  be 
with  us  in  Decem1>er  and  tell  us  more  i^bput  lyhat  you  find  to  be  the  views  of  th^ 
people  whom  you  represent. 

Mr.  Atkeson.  Our  organization  meets  in  its  annual  session  early  in  November; 
I  do  not  remember  the  cuite. 

'Bie  Objobmax*  Where  do  you  meet,  Doctor  Atkeson"" 
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Mr.  Atkbson.  We  meet  this  year  in  Kttsburgh.   Last  year  we  met  in  Wichita, 

Kane.  ,  . 

It  is  my  impre33ion  that  that  is  likely  to  be  one  of  the  most  important  problems 
Which  will  be  considered  in  that  national  assemblv— some  plan  of  CTop  insurance. 
My  thought  now  is  that  it  ynll  be  along  cooperative  lines. 

At  any  rate,  I  will  see  that  they  do  deal  with  the  problem,  when  we  have  this  con- 
ference of  minds  from  35  of  the  States  clear  across  the  country.  North  Dakota,  South 
Dakota,  Colorado,  smd  some  other  of  the  Western  States  have  been  doing  some  thin^ 
that  we  have  not  been  doing  in  the  l^ast.  Then  if  Mr.  Silver  and  his  organization  and 
other  people,  Avill  grapple  with  the  problem,  we  can  have  a  conference  here.  Mr. 
Silver,  voiu*  meeting  is  when? 

Mr.  Silver.  The  second  week  in  December,  in  Chicago. 

The  Chairman.  We  have  until  January.  ^  *v  * 

Mr.  Silver,  This  subject  is  one  of  the  subjects  that  we  will  have  to  discuss  at  that 

time« 

The  Chairman.  That  will  be  fine.  I  have  an  extension  of  time  for  the  committee 
to  report  until  AiHril,  1924,  and  that  will  give  us  ample  time  to  consider  it  after  your 
iMrranizations  gq  on  Tecatd.   We  will  be  v^  9»t^  to  you  genaemen. 

la  Mr.  Loomis  here? 

ISECATEMENT  OF  MR,  A.  M.  LOOMIS,  SECRETARY  NATIONAL  DAIRY 
UNION,  630  LOUISIANA  AVENUE,  WASHINGTON,  D.  C. 

Mr.  Loomis.  Mr.  Chairman,  it  suggests  itsdf  to  me  to  add  one  Udw  to  what  I 
heard  here,  and  that  is  that  while  I  represent  a  branch  of  the  dairy  industry  whicli 
does  not  come  in  ccmts;^  with  this  problm  at  all,  yet  my  familiarity  willi  the  dairy 

industry  leads  me  to  surest  that  live-stock  insurance  belongs  in  here  too.  ; 

The  dairyman  is  much  interested  in  this.  He  carries  a  considerable  nsk  m  losses 
from  diseases,  both  affecting  the  life  of  his  dairy  animal— tuberculosis  and  other 
diseases— and  in  particular  what  is  at  the  present  time  a  ver>^  acute  problem  of  the 
dairy  industry,  contagious  abortion.  That  affects  the  propagation  of  his  herd,  and 
strikes  at  the  very  heart  of  his  industry. 

I  will  confess  that  how  this  can  be  covered  by  insurance  is  very  largely  b^md  me. 
I  know  that  some  of  the  old-line  insurance  com})anies  have  done  a  good  deal  with 
Uve-atock  insurance,  but  I  do  not  think  they  have  ever  covered  the  problem  of  con- 
tagious abortion  at  all.  It  seems  to  me,  however,  that  that  comes  within  the  scope 
of  the  consideration  of  this  committee,  and  that  is  the  only  suggestion  I  have  to  offer. 

The  Chairman.  Yes;  I  know  we  iUscisiaBed  that  in  carrying  the  appropriation  m 

the  annual  supply  bill. 

Mr.  Loomis.  The  Department  of  Agriculture  undoubtedly  could^provide  qmte  a 
lot  of  data  as  to  what  the  risk  is  in  both  of  those  problems. 

The  Chairman.  May  I  ask  you  this,  Mr.  Loomis:  Do  many  of  the  old  line  compamea 
carry  live-etock  insurance? 

Mr.  Loomis.  I  do  not  know  enough  about  that  end  of  the  busmess  to  answer  that 

auestion.  I  have  had  some  experiences  with  one  of  them  only,  and  I  do  not  believe 
lat  they  see  fit  to  carry  it  verv^  far. 

Senator  Keyes.  Can  vou  tell  us  anything  as  to  how  far  they  do  ^? 

Mr.  Loomis.  There  has  been  a  system  of  protection  of  live  stock  from  accidental 
death  and  death  from  certain  diseases. 

The  Chairman.  Do  the  mutual  companies  oi)erate  in  that  field  to  any  extent? 

Mr.  Looiqa*  Nonp  that  I  faiow  of.  I  have  not  anywhere  near  enoi^  mfoimatimi 
to  answer  those  questiotmi  however. 

Tlie  GHAnucAK.  Well,  you  believe  that  we  should  go  ahead  and  create  some  i^ency, 
or  encourage  some  agency  to  collect  facts  and  information? 

Mr.  Loomis.  I  am  much  impressed  with  the  proposition  you  have  suggested  here, 
of  asking  the  responsible  Government  departments  to  get  the  information  which  will 
I  ead  to  definite  knowledge  of  the  risk  involved— which  is,  of  course,  a  necessary  basis 
for  going  ahead  with  the  whole  proposition. 

The  Chairman.  Mr.  Doyle,  may  I  ask  you  this?  Your  name  imd  adcbeas  appear  in 
the  record,  as  attorney  for  various  companies:  Do  any  of  your  compaoiea  carry  live- 
stock insurance?  ,  - 

Mr.  DoTLB.  Yes;  one  of  our  companies  does  quite  an  ezteaaLve  livenstock  biumeai* 

The  Chaikman.  WTiat  company  is  that? 

Mr.  Doyle.  That  is  the  Hartford;  that  is,  a  subsidiary  company— not  the  HajV 
ford  Fire,  but  the  Hartford  Live  Stock. 
The  Qhakwan*  Will  you  discuss  briefly  what  you  are  doing  along  that  line? 


nmssTiaATioK  of  cbop  iksxibangb. 


Mr.  Doyle.  That  is  not  the  only  company;  there  are  a  number  of  live-stock  in- 
surance companies.  I  suspect,  however,  they  do  not  attempt  to  care  for  the  potential 
life  <rf  hre  stock,  but  feally  only  iusuie  those  actually  in  existence*  But  tfae^  do 
ianve  aa;ainBt  devth  fiN»n  any  cause.  And  that  being  a  branch  of  Insutance  ifduch  is 
not  subject  to  any  extensive  conflagration  hawid^any  hu^  company  can  duory  a 
tremendous  volume  of  that  budness. 

The  Chairman.  Does  ibat  cover  the  diseases  that  ara  causing  so  inucb  niarijMitJf 
among  cattle? 

Mr.  Doyle,  That  covers  death  from  any  cause. 

The  Chairman.  Do  you  know  what  the  rate  iS|  and  at  about  what  value  they  in- 
sure? 

Mr.  DoYLK.  They  agree  upon  a  value  of  the  animal.  If  it  be  a  racehorse  wwth 
$100,000  they  will  write  a  poucy  for  f 100,000  on  that  particular  horse.  If  it  be  a  herd 
of  cattle  thinr  may  have  an  avenge  value  for  each  animal  in  the  herd.  However, 
when  the  value  gets  above  $100  they  usually  q>ecily  the  animal  they  insure.  Then 
they  insure  that  animal  against  death  from  any  cause  whatsoever,  for  an  annual 
period.  I  think  they  never  take  it  on  a  term  period.  As  they  include  any  other 
coverage  and  various  other  eleineiits  ot  ha^acd  the  price  increase^.  It  is  rather 
expensive. 

The  Chairman.  And  not  genen^y  used? 

Mr.  DoTirfS.  Not  generally  adopted;  no.  Thoroughbred  cattle  and  especially 
viduable  aniinals^  of  course,  are  umally  insured.   A  valuable  racehorse,  or  a  thorough' 

bred  colt,  or  a  pnze  winner  is  always  insured. 

The  Chauhan.  And  a  selected  dairy  herd  ^v^ould  be  in  that  class,  of  course? 

Mr.  Doyle.  Yes;  I  suppose  a  great  many  of  them  do  have  insurance. 

The  Cg AIRMAN.  And  of  course  cqmoioa  range  cattle  would  upt  come  within 
class? 

Mr.  Doyle.  No;  that  is  true. 

The  Chairman.  I  thank  you,  Mr.  Doyle.   Is  there  anyone  else  present  that  desires 
to  be  heard  this  morning?  [No  response*] 
(Thsfmpoa  at  1^'clodc  nu  a  recess  was  taken  until  2.30  o^clock  p.  m,) 

Af^sasoon  sxssatoK. 

The  committee  resumed  the  hearing  at  2.30  p.  m.,  pursuant  to  recess. 

The  Chairman.  This  afternoon  the  first  witness  to  appear  will  be  Dr.  H.  C.  Taylor, 
head  of  the  Bureau  of  Agricultural  Economics.  Doctor,  the  committee  is  making  a 
study  and  trying  to  collect  some  fects  concerning  insurance  of  farm  crops.  You  are 
the  head  of  the  bureau  which  has  to  do  with  the  aulection  ot  market  reports,  I  believe? 

Doctor  TAXhOU.  Market  reports  fuid  cost  of  production  and  i»n  finance,  oold 
about  15  other  divisions. 

The  Chairman  .  I  recall  that  in  the  Supply  bill  ot  this  yefir  we  placed  that  all  und^ 
the  head  of  Agricultural  Economics. 

Doctor  Taylor.  Yes.  Crop  estimates,  farm  management  and  marketing  are  ttU 
organized  into  one  bureau  now. 

The  Chairman.  And  you  are  chief  of  that  bureau? 

Doctor  Taylor.  Yes. 
•  The  Chairman.  What  we  wanted  to  talk  with  you  about  was  what  avenues  you 
have  for  liie  cdlection  ci  sudi  data  as  necessary  in  order  to  properly  determii^  the 
risk  in  the  questkm  of  farm  insurance,  and  such  available;  data  as  would  be  essential 
to  have  if  companies  desire  to  engage  in  it,  and  how  helpful  you  could  be  in  your 
department  in  ti^  collection  of  fwuier  informafcUm^  We  viU  be  glad  to  hear  from 
you,I>octor» 

STATEMENT  OF  DR.  HENRY  C.  TAYLOR,  CHIEF  OF  BUREAU  OF 
AGRICULTURAL  ECONOMICS,  DEPARTMENT  OF  AGRICULTURE, 
WASHINGTON,  D.  C. 

Doctor  Taylor.  I  think  that  the  Bureau  of  Agricultural  Economics  could  lend  a 
great  deal  of  help,  Mr.  Chairman— <hat  is^^  the  Division  of  Crop  Esttmates,  a  part  of 
the  old  Bureau  of  Crop  Esttmates,  that  gathers  information  with  regard  to  the  damage 
done  by  the  weather  and  by  insect  pests,  etc.  And  then  the  division  that  dejds 
with  the  marketing  of  fruits  and  vegetables  cooperates  with  the  Di\ision  of  Crop 
Estimates  in  gathering  information  with  regard  to  damage  to  fruit  and  truck  crops, 
etc.,  80  that  both  of  those  organizations,  which  work  very  closely  together  now  in  the 
new  bureau,  could  be  helpful  from  year  to  year  right  along,  first  in  giving  estimates 
roughly  as  to  how  often  damages  occur  and  about  how  extensive  they  are,  both  with 
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r^ard  to  value  and  area;  that  is,  how  complete  tiie  damsite  is  in  a  given  area  and 
how  extensive  the  area,  which  serais  to  me  needs  to  be  tsk^  into  acooilttfc  beioie 
laying  plans  with  regard  to  crop  insurance  of  any  kind. 

Of  course,  we  have  been  gathering  information  along  that  line,  and  if  you  should 
like  to  have  a  statement  prepared  covering  a  series  of  years  ae  to  what  has  occurred 
in  the  way  of  damages  and  what  proportion  of  the  crop  has  been  destroyed,  we  would 
be  glad  to  prepare  such  a  statement  for  your  record. 

TneCHAmcAN.  How  long  would  that  statement  be? 

DocftOT  Tatlor.  Well,  We  could  mate  it  ioi^  or  short.  I  had  Mr.  Jones  from  the 
Division  of  Crop  Estimates  come  along.  We  eonld  malce  a  relativdy  oimipact  report, 
couldn't  we,  Mr.  Jones,  on  that? 

Mr.  Jones.  Do  you  wish  a  report  by  States? 

Doctor  Taylor.  It  would  have  to  be  by  regions,  at  spy  rate,  if  not  by  States. 

The  Chaikman.  Not  by  States,  I  should  think. 

Doctor  Taylor.  Rather.  Take  the  corn  belt,  the  cotton  belt,  the  eastern  fruit  r^;ion, 
the  northern  fruit  region,  etc. 

The  Chairman.  I  think  it  would  be  of  interest,  don't  you.  Senator  Keyes? 

SmatcHr  K«TEe.  Yes,  I  do.  I  think  it  would  be  very  helpful. 

The  Chairman.  Hien  if  you  wW  have  it  done,  Doctor  Tay w,  we  would  appiedate 
it  very  much. 


J 

Mr.  Jones.  Since  1910. 

Doctor  Taylor,  That  gives  12  or  13  years  of  records. 

The  Chairman.  In  what  detail  have  you  collected  it  and  what  methods  have  you 
employed  in  its  collection,  Doctor  Taylor? 

DoctcMT  Taylob.  I  would  like  to  have  Mr.  Xonee  answer  that,  witb  your  pramiesbat 
Mr.  Chairman. 

The^tAiBMAN.  VeryirdL  v 

STATEMENT  OF  MB.  S,  A.  JONES,  STATISTICIAN,  DIVISION  OF  CBOP 
AND  LIVE  STOCK  ESTIMATES.  BUREAU  OF  AGBICULTUBAL 
ECONOMICS^  UNITED  STAT£S  JSMFABiSMSlST  OF  AQBXCUI/TUBB. 
WASHJNGTON,  D.  a 

The  Okaibman.  Mr.  Jones,  give  to  the  reporter  your  name,  your  address,  and  your 
occupation. 

Mr.  JoNBs.  S.  A.  Jones.  Statistician,  Divirion  <d  Crop  and  Live  Stock  WiftiiiMitflB 

of  the  Bureau  of  Agricultural  Economics. 

The  material  collected  by  our  division  has  been  through  questionnaires  to  our  crop 
reporters,  being  sent  out  annually  in  February  to  our  township  list  of  about  30,000. 
We  usually  receive  in  the  neighborhood  of  10^000  or  more  returns.  Those  question- 
naires ask  for  each  of  the  principal  crops,  the  damage  from  each  principal  cause,  sub- 
divided under  weather  conditions,  plant  diseases,  insect  pests,  animal  pests,  defective 
seed,  and  other  causes.  The  material  has  been  tabulated,  summarized  by  States,  and 
then  by  the  United  States,  for  the  period  since  the  inception  of  the  inquiry,  so  that  a 
statement  could  be  prepared  to  show  the  State  dotails  witiiin  a  reasonable  time.  It 
would  simply  require  some  one  ftoniliar  with  the  woi^  to  MialyEe  it. 

The  Chairman.  You  say  there  are  30,000  such  questionnaires  ssiit  out  amraally  to 
the  farmers  throughout  the  countey,  in  me  montlL  ol  F^ixraary? 

Mr.  Jones.  Yes. 

The  G^AXXUCAN.  Is  that  number  in  proportion  to  the  &fining  population  ia  the 

States?  ■■* 

Mr.  Jones.  Lai^ely  proportional  to  the  agricultural  importance  of  the  different 
ssctiow.  In  a  general  way  we  maintain  in  each  county  voluntary  reporters  numbering 
from  a  doseen  up  to  several  dozen.  The  number  hemg  roughly  proportional  to  the 
agricultural  importance  of  the  county.  So  that  our  returns  are  man  ccmipiete  for 
the  more  drasdy  populated  and  hi^y  piodvetlire  me&m  than  tet  iai&M  mc&nm^ 
naturally. 

The  Chairman.  Well,  then,  you  get  a  return  of  practically  one-third  of  the  number 
of  questionnaires  that  you  sent  over  the  country,  or  about  10,000? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Upon  the  10,000  you  attempt  to  make  an  estimate  of  the  whole 
country?  i 

Ml.  JoNBS.  For  the  United  States.  We  have  not  publidied  figuies  by  States. 
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.   The  Chaibican*  The  individiiiU  fumflte  of  4hie  covmtif  im  intQ  about  ksm  mmj 

millions?  .• 

Doctor  Taylor.  Six  and  a  half  million. 

The  Chairman.  Well,  do  you  think  the  returns  you  get  from  these  10,000  furnish 
dau  sufficiently  accurate  to  reflect  agricultural  conditions  generally  throughout  the 
country? 

Mr*  Jones.  We  think  so.  Ten  thouesnd  for  the  entire  United  States  we  think 
reflects  approximately  the  situation.  01  comse,  it  10  to  ^  imderstood  that  the  fanner 
in  reporting  may  be  misb^ken  concerning  the  cause  of  loss.  He  is  giving  his  best 
judgment*  The  cause  of  loss  may  be  different  than  he  inu^ines  it  to  be  in  some  cases. 
But  in  general,  in  a  broad  sense^  the  returns  we  believa  aie  aoctuate^  apf^ximately 
accurate,  from  year  to  vear. 

The  Chairman.  Well,  in  answering  this  questionnaire  he  does  not  go  beyond  giving 
his  o^rn  particular  loss  and  assigning  the  cause  for  it?  V 

Mr.  Jones.  Yes. 

The  Chairman.  He  does  not  gi\'e  the  community  loss? 
Mr.  JoNBS.  Yes;  he  attempts  to  give  the  amtrntwity  loss. 

Senate  Eeyes.  As  I  ond^stand  it,  ^mis^^m^  id  ywf  CD-cMled  ii^oi|eip  Onit  you 
get  a  return  from?  -  •    •  ,  »   .  i  • 

Mr.  Jones.  Yes. 

Senator  Keyes.  He  reports  not  ior  himself  ijidividuaUy«  but  for  some  ^ledfied 

territory  or  section? 
Mr.  Jones.  Yes,  sir. 

Doctor  Taylor.  I  vdsh  to  say,  Senator  McNary,  that  we  have  been  supplementing 
this  type  of  a  report  in  most  lines  of  ovsc  crop-estimating  work  in  the  last  year  or  two 
by  getting  a  large  number  of  individuals  to  f^k^  spemfie  laets  ngigi^dyuiig  tbe^  own 
ItfiiM.  So  that  besidfis  these  ^en^  slataments  gotten  from  evQp.  «lmiM»  thepe  is 

a  whole  series  of  farmers  who,  m  turn,  are  each  asked  a  (question. 

The  Chairman.  Well,  doctor,  there  is  where  I  was  WMkijU  I  fkfm^^^^  V^ 
tionnaire  went  to  individual  farmers. 

Doctor  Taylob.  Well,  Ijiey  are^^^ut  they  ar^  the  hig  jcrop  rjeporters  that  reporter 
_  the  whole. 

'  The  ChairSan.,  Are  they  connected  with  your  department,  the  Departin^t  id 
Agriculture? 

Doctor  Tatlor.  They  are  r^ular  reporters,  yes. 

M?.  JoHBB.  Voluntary  reporters. 

The  Chairican.  WeU>  tfam,  you  go  out  and  select  these  mflii»  do  you? 

.  .  Doctor  Taylor.  Yes.  , 
The  Chairman.  And  they  are  not  compensated  at  all? 

Doctor  Taylor.  No;  they  get  a  Yearbook,  ^d  we  send  them  certain  lite^ture  from 
Hxe  department  continuously. 
The  Chairman.  Then  you  try  to  get  so  many  to  a  commimity? 
Doctor  Taylor.  Yes. 

The  CHAmHAN.  I  want  to  .get  how  thoroi^  this  is,  because  jit  is  one  thing  to  lopk 
into.  If  you  collect  10  to  a  county,  and  no  more,  as  I  undevstand,  what  is  the  mu^liH^ 
tiiat  the  individual  would  have? 

Mr.  Jones.  The  indi\idual,  Senator,  reports  for  the  area  wdth  which  he  is  per- 
sonally  familiar.  We  make  no  attempt  to  fix  a  definite  bound  for  him  but  his  imm^- 
diate  nei2:hborhood,  with  the  conditions  of  which  he  is  presumed  to  be  familiar. 

The  Chairman.  Do  these  reporters  for  the  Department  of  Agriculture,  of  the  vari- 
ous counties  throughout  the  United  States,  in  your  opinion,  see  the  great  majority  of 

farmers  and  get  dat^fnnn  them?  ,     •  ^       *         x  xi. 

Doctor  Tatlor.  They  have  seen  a  good  sample  of  me  people  and  report  on  the 
JMBS  of  wittt  Aey  have  seen,  and  we  have  earned  on  experiments  to  see  how^bjg  that  ^ 
sample  needs  to  be  in  order  to  be  representative.  .  »  . 

The  Chairman.  Does  the  county  a^ent  also  report  to  you?  ^  ^  . 

Mr  JoNE??.  Some  county  agents  will  report,  but  they  do  not  as  a  body. 

The  Chairman  .  Well,  those  who  have  reportecj,  do  they  run  uniformly  in  harB^ony 
with  these  reporters?  ■.  _^ 

Mr.  Jones.  We  have  not  attempted  to  sepegate  thrai  from  the  gen^  reports. 

T.he  Chahiman.  Is  it  your  belief  that  the  department  could  extend  its  work,  am- 
plify it,  increase  it  sufficiently  to  make  its  data  more  accurate? 

BoGtor  Taylor.  I  ^ve  no  question  but  what  in  this  line,  as  in  other  hnes,  the 
work  could  be  improved.  Fot  instance,  we  could  specialize,  concentrate  upon  the 
aieM4)f  particular  damage,  and  we  are  continually  building  up  new  lists  of  farmers 
from  whom  we  get  specific  information,  so  that  in  addition  to  having  each  of  these 
msfk  repoct  for  m  area,  we  have  a  very  large  number  of  fanners  ^ach  one  of  whom 
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would  tell  specifically  what  happened  to  him— how  much  his  crop  was  damaged, 
and  by  what.  Then  we  put  parallel  these  estimates  made  by  these  crop  reporters 
and  these  specific  statements,  and  see  how  they  check  with  each  othw. 

Mr.  J<mes,  you  are  familiar  with  the  way  in  which  the  Divisicm  of  Fruits  and  Yege- 
tables  cooperates  with      C&i^poa  of  C^riq^ 

Mr.  Jones.  Yes,  sir. 

Doctor  Taylor.  You  xnight  speak  of  that. 

Mr.  Jones.  Our  Division  of  Crop  and  Live  Stock  Estimates  publishes  certain 
estimates  seasonally  on  the  production  of  truck  crops  and  fruit,  and  the  Marketing 
Division  of  the  bureau,  having  men  in  the  (ield  in  close  touch  with  these  different 
centers  of  production,  furnish  that  division  with  information.  Whenever  a  re|)ort  is 
made  by  our  division  concerning  the  production,  the  supply  of  these  particular 
crops,  we  hxM  always  a  oonfermce  with  flie  officials  of  tike  otiier  divisiim  in  <»der 
that  they  nuty  supplsBfesnt  wbatem  knowledge  we  have  with  whatever  loiowladge 
they  have. 

Doctor  Taylor.  That  happaied,  bxt  instance,  aft^  the  hig  freoEe  in  tbe  south  this 

spring. 

Mr.  Jones.  Yes;  we  have  reports  from  all  of  our  State  statisticians  concerning  the 
effects  of  the  freeze,  gathered  by  them  by  telephone  and  by  telegraph  and  l^y  some 
brief  questionnaires  sent  around,  and  the  Marketing  Division  also  had  telegraphic 
reports  from  all  of  their  men  located  in  the  field,  and  we  combined  all  <d  that  informa- 
tion into  a  general  statraaent  fw  eadi  State,  gettu^  the  results  of  the  freesse  and  tiie 
damage. 

The  CHAmMAN.  I  readily  appreciate,  and  have  for  years,  the  great  value  of  this 
fact-gathering  machine  which  you  have  created,  but  I  think  we  must  all  agree  that 
it  does  not  comb  fine  enough  to  furnish  data  upon  which  you  could  base  hawMds  in  a 
crop-insurance  policy.    Have  you  ever  worked  toward  that  end? 

Doctor  Taylor.  No;  that  has  not  been  the  purpose.  All  we  had  in  mind  was  that 
it  would  give  a  general  picture  of  the  situation  in  this  case,  and  give  some  basis  for 
passing  judgment  as  to  how  big  a  thin^  this  is.  It  seems  to  me  the  basis  of  your 
insaranee  is  goim^  to  luwe  a  lot  to  do  wim  this  matter.  Suppose  we  should,  from  our 
estimates,  miAiltmit  while  there  was  a  great  deal  <^  daqaaee  ovw  tiie  country  in 
fgmmikf  tiiat  there  was  only  in  rdatively  small  spots  h^  and  mere  a  damage  that  cut 
out  the  crop,  destroyed  the  crop,  or  reduced  the  crop  below  what  might  be  called  a 
fair  crop.  You  see  much  of  this  damage  that  we  talk  about  takes  off  the  top  of  what 
people  had  hoped  might  be  produced,  and  yet  leaves  quite  an  ordinarily  good  crop. 
Now  I  believe  that^ur  figures  will  be  helpful  in  working  out  that  point. 

If  insurance  companies  start  out,  for  instance,  to  pay  for  the  damages  wherever  a 
man  feels  that  he  got  only  an  85  per  cent  crop  or  a  70  per  cent  crop,  something  like 
tlkat,  they  are  going  to  have  an  awfully  big  job.  If,,  on  the  other  hand,  Ihey  start 
out  with  the  i<toa  mat  if  a  farmer  doesn't  get  his  money  back  owing  to  causes  ov^ 
which  he  had  no  control,  after  he  had  done  his  work  properly,  that  wiU  be  a  nodi 
smaller  field  and  a  much  more  important  field,  as  we  see  it. 

Now,  I  think  that  the  rough  general  figures  that  we  have  may  be  useful,  and  the 
better  figures  that  we  may  be  able  to  get,  since  this  particular  reason  for  getting  the 
figures  come  up,  inB,y  be  basically  useful  in  finding  out  just  how  big  a  job  this  is, 
and  how  much  of  a  job  we  want  to  undertake.  It  is  obviously  very  much  n^ore 
important  fcsr  a  man  to  get  insurance  in  case  his  crops  are  wiped  dear  out  than  if  it 
is  only  50  per  cent.  As  I  see  i1^  insurance  is  not  a  productive  imdertaking.  It  is  a 
question  of  equalizing  loesea.  So  it  ia  aloog  tiiat  I  nave  had  in  mind  dat  this  w<«Jc: 
might  be  useful. 

The  Chairman.  Doctor  Taylor,  are  the  county  agents  under  your  supervision? 

Doctor  Taylor.  No;  the  county  agents  are  under  the  supervision  of  the  States 
Relations  Service,  which  after  July  1  will  be  the  Di\Tsion  of  Extension  of  the  De- 
partment of  Agriculture.  You  have  provided  for  that  change,  you  know,  under  l&e 
jMrectcsr  of  Extension. 

The  Gkaibicak.  Well,  I  have  been  in  charge  of  the  bill  in  the  last  three  years^  but 
every  year  ^ey  change  the  departments  around  so  and  consolidate  thera  so  I  can 
not  keep  tmck  of  them. 

Doctor  Taylor.  Well,  a  good  many  people  in  the  country  have  felt  that  the  county 
agents  were  in  the  past  directly  under  the  Bureau  of  Markets,  but  of  course  they  have 
no  administrative  relation  whatever. 

The  Chairman.  I  will  give  you  just  a  brief  outline  of  some  <^  the  reactions  that  have 
occnned  hece  during  the  heurings,  namely,  it  was  thou^tlto  county  agent,  the  county 
MmBBma^  the  State  gfpailtujraraehools,  periiaps  other  iarm  agracies,  might  all  co- 
ordinale  their  a<!tivitieB  and  cooperate  in  getting  together  reliable  statistic  s  each  year 
QSBEieeniing  losses  and  the  causes  ther^br.  If  that  were  i»acticable  could  your  depart- 
mmij  Wiwina  through  your  i^pOTting  agrades,  also  become  a  wnil  in  that  a&irt? 
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Doctor  Taylor.  We  would  be  glad  to  cooperate.  ^     .  .  - 

TheCHAmcAN.  Do  yon  lliink  that  ifl  a  practieal  sdmne,  that  is  what  is  u  my 

Doctor  Taylor.  Well,  when  it  comes  to  the  question  of  appraisals  for  specific 
damages  it  seems  to  me  that  specific  appraisals  will  have  to  be  made. 
The  Chairman.  Yes;  but  that  is  in  case  of  an  insurance. 

Doctor  Taylor.  Yes. 

The  Chairman-.  This  is  to  get  together,  collate  m  a  large  body  and  mass  ttie  iVfuros 
over  a  long  period  of  time,  the  hazards,  the  annual  losses,  and  the  damages  and  tlie 
yields  and  the  causes  of  the  damages,  so  that  you  «Ba  baie  Hie  tate  and  the  hazard 
and  detennine  upon  the  Mte  to  chaj^  for  the  risk  TBrntisthedata 
that  is  necessary  before  tte  seheme  emk  go  forward. 

Doctor  Tatlob.  Yes.  . 

The  Chairman.  And  I  think  perhaps  all  that  Congress  can  do  is  to  start  some  one  to 
work  along  that  line,  maldng  these  figures,  which  you  have  perhaps  more  accurately, 

perhaps  more  in  detail.  ,       ^      j  x 

Doctor  Taylor.  Well,  I  think  that  that  is  a  splendid  line  of  work  mat  needs  to  be 
carried  forward,  so  that  whether  undertaken  by  States  or  by  mutual  i^nnnce  com- 
panies or  old  line  insurance  companies  the  inraxance  may  be  very  flxodl  tMra'seieii* 
tifically  based  than  it  is  at  the  present  time. 

SenatOT  ICbtbs.  Apparently  it  has  got  to  be  or  else  mem  will  be  no  msurance, 
because  the  farmers  will  not  take  it.  «    ,  i 

Doctor  Taylor.  Yes;  either  it  will  be  so  high  that  the  farmers  can  not  afford  to  take 
it,  or  so  uncertain  that  the  companies  can  not  afford  to  write  it. 

The  Chairman.  That  is  it.  , 

Doctor  Taylor.  Yes;  our  bureau  will  be  glad  to  increase  its  work  along  thislme 
and  coordinate  with  the  people  in  the  various  States  in  gatherii^  tins  type  of  infcMP- 

mation.  '  ^  *        i.  j 

Mr.  JoNBS.  I  mi^t  say.  Senator  McNary,  that  we  sent  ten  or  fifteen  thousand 
copies  of  this  blank  to  one  State  this  year  wiA  an  understandii^  that  the  State  college 
would  cooperate  with  the  Farm  Bureau  in  sending  this  questionnaire  to  that  many 
people  in  the  State,  with  a  view  to  working  up  figures  by  counties.  That  was  done  as 
an  experiment.   We  hope  to  have  the  results  from  that  within  a  month  or  two, 

'^^A^d  concerning  the  accuracy  of  this  report.  While  I  stated  that  the  farmer  might 
be  mistaken,  that  it  would  not  be  obsolutely  accurate,  yet  in  a  general  way  we  must 
admit  that  his  report  is  reasonably  accurate,  because  the  majOT  cOTses  <n  loss  are  known 
taihe  farmer  in  mis  looJity,  and  while  he  may  be  mistaken  concerning  some  little- 
known  plant  disease  or  some  insect  with  whidi  he  is  not  familiar  at  the  moment 
because  it  ia  new,  yet  in  a  general  way  major  causes  of  loss  are  well  known  to  him,  and 
will  be  reported  with  approximate  accuracy. 

Now,  taking  these  reports  for  the  12  years  that  they  ha^  e  been  running,  and  averaging 
the  vearlv  results  would  give  you  quite  a  safe  figure  for  a  region  as  large  as  a  State,  and 
even  for  a  section  of  a  State;  a  tenth  of  a  State,  say.  If  the  returns  were  fuller  than 
Ihev  are  I  believe  that  county  figures  could  be  maae  that  would  be  reasonably  safe* 

Senator  Kenyon.  I  think  it  would  be  w^^l  to  put      questionnaire  in  IfeeTew 

The  Chairman.  Yes;  that  will  be  d<me.  „  ^    ,  . 

lb.  Jones.  While  we  do  not  think  that  questionnaire  is  perfect  we  will  be  glad  to 
have  it  to  go  into  the  record,  and  then  if  the  insruance  companies  have  criticiams  and 
BUggestions  to  make  concerning  it  we  would  like  to  h^\e  them  made. 

The  Chairman.  The  questionnaire,  together  with  the  letter  from  the  Bureau  Oi 
Agricultural  Economics  accompanying  it,  will  be  printed  in  the  record. 

(The  letter  accompanying  the  questionnaire  is  here  printed  in  the  record  in  full, 

as  follows;)  « 

'  10.  B;  3—773^] 

Unxtrd  States  Department  of  Agriculturb, 

Bureau  of  Agricultural  Economics, 
Division  of  Crop  and  Live  Stock  Bstueates, 

WoBhington^  D.  C,  Janmry^  19tS. 
To  the  Reporter:  ^ 

It  is  the  purpose  of  the-inquiry  made  on  the  otti«r  side  of  tfds  sheet  to  aso^rtain, 
for  eadi  State,  the  principal  causes  of  the  damage  to  crops,  and  the  approximate 
relative  importance  of  each  cause.  It  is  fully  reahzed  that  this  information  can  not 
be  given  wuh  preciseness,  and  also  that  it  is  sometimes  difficult^r  impossible  to  give 
the  exact  cause  of  damage.  But  it  is  hoped  that  each  reporter  will  endeavor  to  dis- 
tribute the  estimated  total  loss  the  past  year  (that  is,  the  difference  between  lOfr,  a 
normal  yield,  and  the  percentage  of  a  normal  yield  produced),  in  a  rough  way  at  least, 
among  wie  principal  causes  of  loss,  expressed  in  the  form  of  percentage. 


•  iNaniuoixoim  to  waomnam, 

1  Report  only  on  such  crops  named  herein  as  are  grown  in  area  for  which  report 
is  made.  The  answers  to  all  of  the  questions  on  this  schedule  should  relate  only  to 
the  area  with  which  the  reporter  is  familiar.    Please  read  carefuUy  the  foUowing 

instructions  before  making  report.  ,  *v  .  j* 

2  Causes  of  toss.— WTiere  two  or  more  cauflee  act  jointly  or  follow  one  anotli^t  it 
ifl  often  difficult  to  determine  which  is  primarily  responsible  for  the  loss  or  the  pro- 
portion to  be  aesigned  to  each.  The  many  possible  combinations  of  this  kind  make 
It  impossible  to  nve  definite  instructions  for  a  uniform  handling  of  such  cases.  II 
the  percentages  of  loss  are  apportioned  among  the  different  causes  according  to  the 
reporter's  best  judgment,  the  averages  of  the  reports  received  will  fix  the  responsibility 
for  the  loss  with  sufficient  accuracy  to  meet  the  purposes  of  this  inquiry. 

3  A  normal  yield  is  such  a  yield  as  would  result  from  a  crop  stajting  out  under 
favorable  conditions  and  not  subjected  afterwards  to  damaging  influences,  as  un- 
favorable weather,  insect  pests,  or  other  injurioiKi  agencMS. 

4.  Damage  to  quality  should  not  be  considered  in  making  this  report  unless  the 
yield  of  the  usaUe  crop  is  thereby  lowered.  For  instance,  com  may  be  damaged  in 
quaUty  by  frost  without  a  imperial  loss  in  the  yield  of  usable  corn,  but  as  a  rule  in  such 
Oises  some  loss  to  yield  occurs  also,  chaffiness  in  some  degree  at  least  usually  resulting, 
and  this  loss  should  be  considered.  In  doubtful  cases,  where  it  is  difficult  to  decide 
how  much  loss  has  occurred,  the  loss  in  feeding  value  may  be  considered  as  a  basis 
for  determining  the  extent  of  loss  in  jdeld.  , 

5.  Use  this  schedule  only  far  your  report— U&ke  all  other  cominuni»tionB  on  » 
separate  sheet  of  paper,  which  may  be  inclosed  in  the  attvelope  with  sobedule; 
but  each  sheet  of  paper  should  have  your  name,  county,  State,  and  postoffice  wtdveaB 
wxittcHi  plainly  thereon. 

MSAMS  OV  OOMBATme  DAJCAiQIMO  INFbUKNCES.  * 

The  department  welcomes,  and  this  bureau  will  be  pleased  to  transit  to  tiie  proper 
office  for  attention  and  response,  inquiries  concerning  the  different  causes  of  damages 
to  crops,  such  as  plant  diseases,  insect  and  animal  pests,  etc.,  and  the  best  means  oj, 
overcoming  them  or  limiting  the  amount  of  damage  done. 

Respectfully.  ^j^r  C.  U^t,  Okie/ SUUMciMn, 

(The  questbnnaiie  preaan1»d  by  Mr.  Joiiea  ^ 

January,  1923. 

Inapdry  eowerMng  crop  damages  causing  loss  in  yields  by  specified  causes^  for  year  1922. 


[To  beittliM  pronLptly  in  the  inclosed  penalty  enTdope  which  leqntes  bo  parta0B.  Bm  e»A|liftitffy 


•  - 

• 

1 

Wheat. 

Oats. 

Barley. 

Flaxseed. 

White  pota- 
toes (Irish). 

Hay. 

Rice 

Cotton. 

Tobacco. 

Apples. 

Berry  fruits. 

(1)  Normal  yield  for  locality. 

(2)  Yield  for  1922  (per  cent 

100 

P.ct. 
100 

P.  ct. 
100 

P.cf. 
100 

P.d. 
100 

P.cL 
100 

P.d. 
100 

P.ct. 
100 

P.ct. 
100 

P,  ct. 
100 

P.ct. 
100 

P.ct. 
100 

(3)  Total  loss  for  1922  (per 

Note.— the  sum  of  (2) 
and  (3)  for  each  crop 
dMNiUl  equal  100. 

Instruction  for  above— 100  per  cent  is  supplied  to  lepree^t  a  nmnal  orop,  ontf 
starting  out  under  favorable  conditionB  and  not  subjected  afterwards  to  dama^ 
influences,  Buch  as  unfiivofable  weather,  insect  peste,  or  other  injunous  agenoes. 
For  example,  if  the  crop  was  nonnal,  eiiter  "100"  under  Question  No.  2  and  a  cipher 
(0)  under  question  No.  3.  If  a  crop  was  but  80  per  cent  of  normal,  place  80  under 
qmtHm  Hn;  t,  And  the  diffeience  between  80  and  100,  or  20,  repreeenttng  the  Iobb, 


under  question  No.  3.  In  this  case  '*20"  would  be  ttie  percentage  of  lo»  to  be  duh 
tributed  through  tlie  following  questioiifi: 


Distribute  below  the  amount  of  loes  as  reported  by  you  under  question  No.  3. 


White  pota- 
toes (Irish). 

. 

ao 

4* 

•   ^ 

t 

Com. 

Wheat. 

Oats. 

Barley. 

Flaxseed. 

Hay. 

Rice 

Cotton. 

Tobacco. 

Apples. 

Berry  frui 

Adverse  weathw  condi- 
tions: 

Deficient  moisture 

P.  ct. 

P.  rf. 

• 

F.ct, 

P.cL 

P.  ct. 

P.  ct. 

P.ct. 

PM. 

P.  ct. 

P.  ct. 

P,ct. 

P.Ol. 

Plant  diseases: 

— e» 

* 



Other    or  unknown 

iBseci  p63lS. 

f 

Homwonns  (tobacco) . . 

Potato  bugs  (Colorado 

. 

Other  or  unknown  in- 

1 
1 

 i 

t-  -  ■ 

This  figure  should  be 
the  sum  of  the  answers  to 
the  above  detailed  losses 
and  should  be  the  same 
M  snsnrte  ttm  Mo»  3. 

r 

Please  write  plainly  your  name  and  address  below. 

Name   €eunty in whkh I Bve^^^.^  s. •  * 

Post  office   R-D.No   Tawnship   State    

S^iator  Ketes.  All  the  insurance  men  who  have  testified  here  from  their  experi- 
ence in  insurance  feel  that  we  should  have  county  figures  at  least,  because  they  say 
the  State  means  really  nothing  when  it  comes  down  to  insurance.  Because  you  take, 
for  instance,  the  State  of  Kansas;  the  eastern  part  is  a  good  risk  and  the  western  pwt 
is  not.   There  is  such  a  variation  in  the  different  counties  of  the  Sfafe.  •    *  < 


Doctor  Taylor.  Have  you  taken «p  with  the  Weftther  Bweau,  Saiwtor,  the  ^ 
aibility  of  studying  the  recurrence  el  tudbtonas  in  given  mffMmi 

The  Chahiman.  No;  we  have  not.  .  ,  ,  

•'!Xjetb^TAtM)fc.  I  have  the  impreerion  that  there  li  a  pos8ibiht>  of  gettin?  from 
the  Weather  Bureau  recarda  facts  that  will  show  the  occurrence  of  the  weather  factors 
that 'would  tend  to  damage,  like  haU.  I  think  that  besides  this  particular  work  of 
the  crop-estimating  people  that  the  Weather  Bureau  may  make  some  contributionB 
also  along  this  linT  And  then  there  are  other  contributions 

I  believe  Mr  Valgren,  with  whom  you  are  well  acquainted,  has  been  stortymg  tliMi 
whole  question  of  insurance  for  years,  but  i  do  not  befiere  heT»rewnted  anj^h^jg, 
did  he,  with  regard  to  State  inaiHaaee?  Have  you  had  aay  preatiHatnii  hm  wiMl 

Miard  to  State  maittaace?  -iju 
iBie  GHAIKHAN.  No,  Doctor.  I  found  a  list  of  capable  men  a  list  compiled  by 
Ifr  'Vkkien.  largely  outside  of  the  correspondence  that  I  had  had,  and  in  practicaUy 
every  instance,  if  not  whollv  so,  these  men  were  not  able  to  get  away  at  this  particular 
season  of  the  vear.  It  is  the  planting  season,  and  inasmuch  as  we  knew  ^la^ 
just  the  initial  work  of  the  committee  we  thought  that  we  would  call 
Bureau  department  vou  have  mentioned,  and  these  insurance  men,  v^oAaiveM 
practical  experience 'following  State  aid  in  tJieee  vamuB  Ncrthwestem  States^  to  be- 

with  us  some  time  in  December.  ,  ^.  .  „    xr  i  ,  lu+io 

Doctor  Tatlok.  Yes.  If  you  would  like,  I  think  Mr.  Valgren  might  make  a  little 
itttdy  of  what  has  happened'  in  the  way  of  State  insaianee  in  the  meantime.  He  u 
WOTKmg  in  that  field  anyway.  ,         ,  vc  n.    a-  i  \a 

TheCHAiRMAN.  The  committee  would  be  very  thankful  if  Mr.  \algren  would  do 
it.    He  gave  some  verv  excellent  testimony  here.  i    •  «.« 

Doctor  Taylor.  So  "that  when  vou  get  ready  to  brmg  in  these  peo^e  m  tM  »u 
he  will  be  glad  to  be  present,  and  then  by  having  studied  liie  matter,  if  be  can  mp* 
plement  what  the  men  from  the  States  say,  it  might  rowjd  <«*^e/ePOrt .somewhat. 

The  Chairman.  WeU,  w<e  will- ajoiwArte  it  vwy  mwi  indeed  if  he  will  do  that 
Seaator  Seyetand  I  in  discussing  the  matter  at  vaneos  times  bought  that  after  we 
condnded  the  hearing  to-day  with  your  testimony  we  would  take  a  recess,  and  tbat 
this  record  will  be  published  in  ample  time  for  study,  and  then  we  can  supplement 
it  along  in  the  winter  before  we  make  our  report  the  1st  of  Apnl,  at  the  next  session 
of  Coi^rew,  and  that  wiU  give  Mr.  Valgren  ample  opportunity  to  help  us  very  mate- 

"*I  think  you  undewtand  the  purpose  the  comnuttoe  has  in  aaaBd.  We  http»  it  it 

not  a  wild  one  or  an  infeasible  .     .  ^.  ,  ,   .   . 

Dtoclioi'  TktKttm.  I  mideratand  that  your  objedaveia  to  get  ti««yi«  enough  fietoee 
tliit  trhatevWf  ia  done  may  be  dene  iBtelligently.  ,    i.  ^  u   •  * 

-the  CKAflliiAM.  That  is  it  exactly.  And  we  think  when  we  reach  that  baeis  of 
intelligence  vou  will  find  enough  progressive  farmers,  whether  as  groups  or  whether 
those  who  want  to  patronize  established  companies,  to  take  advantage  of  an  implem^t 
which  the  Government  system  will  supply  them,  which  will  very  much  stabiliae  the 
industry  of  agriculture? 

Doctor  Taylor.  Yes.  ,    ,      .  ^    ^.x,  ..a.* 

The  Chairman.  I  do  not  feel  that  there  is  anyone  who  has  given  the  matter  though 
Wlb  d«^i«a  to  make  insurance  so  profitable  that  men  wiU  negleet  their  crops  or  insure 
a  certain  annual  income  iitespwrtive  of  crops.  But  I  can  see  a  great  ath  antage  in 
the  farmer  taking  out  insurance,  and  if  he  should  lose  &  crop  or  suiter  damage  he  will 
not  be  without  some  credit  and  available  cash  to  go  ahead,  and  when  that  is  done  1 

think  that  much  has  been  done  for  him.  v  i.  *i.  c^T^ 

Doctor  Taylor.  Of  course  it  wants  to  apply  to  the  things  over  which  the  laxtatsc 

has  not  control. 
The  Chairman.  Yes:  indeed.  ,         ,  u- 

DodKHf  TaWjok.  And  to  be  paid  only  in  case  he  has  dome  his  part. 
fW Ohaikman.  Yee.  In  a  new  field  like  this  it  is  very  difficult  to  get  the  data 
that  you  would  like  to.  Sometimes  you  think  so  little  has  been  accomplished  by  the 
mere  inquiry,  but  I  think  it  has  to  be  done  some  time,  and  it  looked  to  the  committee 
that  they  could  well  afford  to  consume  the  time  and  do  the  essential  work  tx)  promote 
what  I  think  is  a  good  thing  for  the  farming  community  of  this  country  _  ■ 

Doctor  Taylor.  From  what  I  have  seen  of  the  testimony  that  haa  been  brougbt 
forward  here  I  feel  that  the  work  has  been aNOI  werfh  wMle.  t       u  »^ 

The  Ghaibman.  I  think  ttw  wliiiiwit  y«t  again  in  the  fiaH»  Doctor.   I  thinkwe 
wtU  aB  enter  it  with  aim  caifiiate»aiMr  mm  hmlwm  vmtkf  M  with  the  nend 

intt  have  time  for  study.  •,   ,        •      ur  v, 

Doctor  TaTiiOB.  I  will  be  glad  to  go  over  the  record  when  it  IS  published. 

I  have  in  mind,  since  you  have  brought  this  matter  up,  having  our  special  sUtia- 

tical  conunittee  take  this  matter  up  and  work  on  the  question  of  how  we  can  improve 


100 


ov  damage  statistics,  as  this  gives  a        definite  purpose  for  improvii^  them^  mI^ 
though  we  have  wanted  them  aa  accurate  as  possible  in  the  past,  beeause  th^  hmm 
been  a  part  of  the  basis  of  getting  the  general  crop  estiBoate. 
Mr.  Jones.  I  presume  that  the  coflDiidttee  has  copies  et  what  has  been  published 

in  our  crop  reports? 

The  Chairman.  Oh,  yes;  we  have  those. 

Senator  Keyes.  The  insurance  companies,  I  am  pleased  to  say,  seem  to  be  svmpa- 
thetic  with  this  idea,  and  have  expressed  themselves  as  desirous  of  going  ahead  with 
it  aad  being  as  helpful  as  possible.  Jbid  it  was  also  interesting  this  mondns,  especially 
to  me,  to  hear  the  Farm  Bureau  Federation  and  the  Natiwiu  Grange  and  c^m  who 
hold  coaYentiens  during  the  summer,  or  before  winter,  say  that  they  propose  to  take 
this  matter  up  as  one  of  the  important  things  for  discussion  and  constderation  by  the 
fauinerg  themselves  at  these  meetings.  I  hope  we  can  get  their  viewpoints  and 
suggestions  by  fall.  So  I  should  think  when  fall  comes  we  ought  to  have  a  great 
deal  of  data  to  woi;k  upon. 

The  Chairman.  *We  are  very  grateful  to  you,  Doctor  Taylor,  and  Mr.  Jones,  for 
your  contribution. 

Doctor  TatIiOB.  We  will  do  ev^ything  we  can  to  aid  in  giving  all  the  information 
available  on  this  im^ortaiit  subject.  Senator.  * 
The  Chairman.  Thank  you. 

I  want  to  place  in  the  MCOfd  an  article  that  was  sent  to  me  by  the  editor  of  the 
Weekly  Underwriter,  a  paper  published  at  80  Maiden  Lane,  New  York.    It  is  in, 
reference  to  the  article  on  agricultural  insiurance,  written  by  Mr.  Valgren  in  May^  1922.- 
It  contains  very  useful  information. 

(The  article  referred  to  is  here  printed  in  full,  as  follows:) 
You  very  kindly  asked  me  to  discuss  at  the  November  meeting  in  1922  the  paper 
on  agricultural  insurance  read  by  Mr.  V.  N-  Valgren  at  the  May  meeting,  1922.  This 

I  proBined  to  do,  but  wae  prevesited  by  circuxDstaacee  bom  being  present. 

"In  connection  with  the  matter  I  had  developed  some  matmsu,  the  principal  part 
of  which  ifl  an  exceedingly  interesting  letter  from  a  western  conidspondent  who  repre- 
sents a  company  that  luis  tried  out,  so  to  speak,  agricultural  insurance.  I  therefore 
am  proposing  as  my  contribution  to  the  discussion  to  quote  the  salient  points  in  this 
letter,  which  are  as  follows: 

"*It  was  found  that  the  demand  for  this  class  of  insurance  came  very  largely  frcm 
the  semiarid  sections,  or  from  sections  subject  to  the  frost  and  freeze  hazards,  or  ben  ^ 
sectLons  infested  with  insect  pests,  or  where  land  "was  subject  to  overflow. 

"'In  the  eraoiarid  Bections,  where  erops  are  matured  on  an  aven^    but  two 
in  every  iSve,  an  adequate  rate  oould  not  be  collected.  In  eections  subject  to  the  froet 
and  freeze  hazards,  or  sectionB  infested  with  insect  pests,  also  in  sections  where  the 
land  was  subject  to  overflow  the  companies  likewise  were  not  able  to  coltoct  an  ade- 
quate rate. 

"'It  was  found  that  farmers  desired  to  carry  insurance  for  an  amount  representing 
the  cost  of  production  and  garnering,  plus  interest  on  a  sum  representing  the  cash 
value  cf  the  land. 

"  'It  has  been  said  (and  truthfully  so)  that  the  average  farmer,  if  he  w^  coinpeUed 
to  hire  at  current  prices  the  labor  lor  planting,  cidtivating,  and  garnering  Im  crops^ 
and  were  to  add  thereto  ihe  cost  of  seed  and  interest  on  an  amount  representing  me 
cash  vidue  of  his  land,  would  find  that  his  crops  weald  not  (in  ordinuy  climes)  hang 

II  return  equal  to  the  cost  of  their  pfodoction. 

"*One  of  the  troublesome  elements  which  developed  in  the  attempt  to  write  crop 
insurance  was  the  fluctuation  in  the  value  of  farm  products. 

'"For  example:  In  one  season  at  planting  time,  also  after  the  new  wheat  had 
sprouted  and  stooled  and  had  become  an  insurable  risk,  threshed  wheat  was  selling 
for  approximately  $2  per  bushel.  Natiu^Uv,  the  cost  for  producing  the  next  year's 
crop  was  based  cm  the  returns  whidi  tiie  nurmer  was  then  receiving  for  his  wheat. 
The  crop  wfaidi  was  planted  during  the  fall  when  the  wheat  waaaold  at  the  hi^  price 
was  harvested  and  l&reslied  the  next  fall  and  sold  at  less  tban  $1  per  bushel. 

"*The  form  of  coverage  used  had  been  written  on  the  basis  of  cost  to  produce  at 
the  high  selling  price  and,  therefore,  notwithstanding  the  fact  that  the  crop  yield 
in  buSels  was  better  than  a  normal  one,  the  companies  faced  a  claim  for  loss  under 
practically  each  and  every  policy  issued.  The  returns  tcf  the  farmer,  on  account  of 
the  low  selling  price,  were  considerably  less  than  the  cost  of  production  at  the  high 
prices  for  labor  and  seed  which  prevailed  the  previous  fall. 

"*The  companies  from  their  experience  foimd  thait Hiey  ceiold  not  afford  to  insue 
crops  upon  the  basis  of  cost  as  above  set  out,  nor  voider  the  form  of  policy  then  in 
use,  as  ibej  were  in  '^efct  not  granting  iadenmityt  laAer  wem  gniraiiteraDig 
the  price  m  wheat. 


"^The  cQiApanies  were  forced  the  following  season  to  reduce  to  an  attutawy  bads 
the  amounts  tit  insttrance  which  they  would  write  on  a  given  acreage. 

"'One  companv  issued  policies  containing  what  might  be  termed  an  ''upset"  price 
for  grain.  The  ''upset "  price  fixed  the  limit  of  liability  per  bushel  on  trrain  for  which 
the  companv  would  be  liable.  For  example:  The  "upset"  price  might  have  been 
fixed  at  $1.10  per  bushel.  At  the  time  settlement  was  claimed  under  the  policies 
the  price  of  wheat  on  the  market  might  have  been  $1.50;  nevertheless,  the  *^u^t" 
price  named  in  the  policies  was  the  one  used  in  determining  the  company's  liability. 

When  the  companies  uiMiertook  to  reduce  the  amount  of  protection  which  they 
wodd  grant  per  acre  to  a  low  and  arbitrary  amount,  or  attempted  to  sell  policies 
omtainingan  "upset"  priceperbiishel<mj[rain,itwa8  found  that  there  was  n>  don.and 
for  crop  insurance  except  in  those  sections  where  an  adequate  rate  could  not  be  col- 
lected no  matter  what  amount  of  protection  granted^  nor  what  form  of  policy 
was  used. 

"'We  believe  that  in  time  some  plan  will  be  evolved  under  which  stock  fire  insur- 
ance companies  may  meet  the  situation.  We  also  believe  that  it  will  be  necessary 
to  educate  the  fanner  to  the  idea  that  crop  insurance  must  be  for  protection  only 
and  speculative  fbatures  must  be  entirely  eliminated.  In  oth^  words,  the  fiirmer 
must  be  satisfied  witiii  an  arbitrary  amount  of.  insurance  per  acre,  whidi  amount 
miffit  be  small.  Later  on,  and  aa  thq  companies  gain  in  knowledge  and  also  in  experi- 
ence, such  changes  can  be.  mfidte  «8  ai!^  w^zxinted  by  th^  experi^cuoe  and  by  the 
rate  of  premium  charged. 

"'In  the  semiarid  sections,  overflow  sections,  and  pest-ridden  sections  we  ar*^ 
of  the  opinion  that  crop  insurance  can  not*  be  successfully  written.  The  rate  which 
it  would  be  necessary  to  charge  in  such  sections  would  be  prohibitive/" 

The  Chairman.  Here  is  another  article  that  I  desire  to  insert  in  the  record.  It 
is  from  Mr.  Arthur  Dixon,  of  BoUa,  N.  Dak.  Ifr.  Dixon  has  had  wide  experience 
in  crop  insurance  in  North  Dakota/ and  sends  me  an  article  entitled  "  Conclusions  on 
methods  of  cxop  insurance  as  applied  to  wheat  in  North  Dakota/'  That  wiU  be 
placed  in  the  record,  t<^ther  with  the  letter  addressed  to  the  committee. 

(The  lel^r  Mid  article  xef^sad  to  are  hero  printed  in  iuUy  aa.follows:) 

Itoixdi,  K.  Dak.,  Mardi  St,  19tS. 

To  the  CoMHTRBB  OX  Crop  Ihsurakoe, 

Washington,  D.  C. 

Gentlehkn:  I  saw  in  a  local  paper  that  a  Senate  conunittee  will  meet  in  April  to 
take  up  the  question  of  crop  insurance,  and  I  have  been  deeply  interested  in  this 
question  for  some  years,  particularly  relating  to  the  small  wheat  farmer,  as  I  live  in 
a  locality  adapted  for  that  industry. 

I  recognize  that  somewhat  the  same  problems  perplex  farmers  in  all  parts  of  the  coun- 
try, and  I  hope  that  as  a  result  of  your  deliberations  you  can  eveolve  some  plan  to 
simplify  farmmg  by  removing'some  of  the  risks  incurred  each  season  by  the  man  who 
risks  has  labor  and  costs  planting  a  crop  of  uiy  necessity  for  our  benefit,  tiie  hope 
of  makinff  a  successful  enterprise. 

I  send  herowith  a  summary  of  conclusions  I  have  come  to  by  observations  among 
our  fiumers  here,  and  I  believe,  that  whoever  I  have  used  the  term  wheat "  because 
it  is  the  crop  I  am  familiar  with,  that  you  can  substitute  any  other  of  the  standard 
crops,  cottqn,  com,  tobacco,  and  the  conclusions  would  affect  them  in  about  the  same 
way. 

May  I  hope  you  will  give  this  paper  the  attention  of  your  conamittee,  I  feel  deeply 
on  this  subject,  I  know  personally  so  many  of  the  men  I  speak  of,  who  have  workM. 
hard  and  buthfully  many  years,  and  so  many  times  when  success  has  seemed  in  tfa^ 
grasp  a  sudden  hail  stwm,  rust  disease,  or  some  other  calamity  has  set  them  back 
years  in  their  efforts,  and  if  some  insurance  plan  were  in  effect,  they  would  at  least 
be  repaid  the  time  and  money  laid  out  on  the  crop,  and  have  a  littie  something  to  carry 
them  over  the  hard  winter. 

My  objection  to  a  hail  insurance  policy  only  is  that  if  taken  out  it  only  protects 
against  that  one  calamity,  and  I  have  seen  it  happen  many  times,  that  a  farmer  takes 
out  hail  insurance  on  a  good-looking  crop,  and  rust  has  struck  it,  luid  the  premium 
for  the  hail  insurance  forms  another  liability  he  has  to  meet. 

I  know  of  several  instances  when  the  whole  crop,  when  harvested,  did  not  pay  for 
tfueshing  and  the  amount  of  the  bail  insimuice. 

A  general  crop  insurance,  with  a  moderate  prraoium,  covering  the  actual  costs  <tf 
the  crop,  seed,  labor,  and  ezprase,  and  insunsg  against  all  loss,  will  be  a  blessiiig 
to  the  small  &urmer,  and  I  hope  you  can  get  some  good,  simple,  eSective  wvuidng  plan. 

With  best  wishes  for  your  success,  I  remain, 
^ncerely  yoiUDS,  « 

Abthuh  Dixon. 
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CONCaUUSIOlIS  ON  METHOD  OJ  CEOP  INSUEANCE^A-S  APPUKD  TQ  WHKAT  IN  NORTH  PAITOTA.. 

Gentlemen:  Mv  suggestions  for  relief  of  agriculture  and  crop  insurance  relate  more 
particularly  to  wheat  growing,  as  I  am  more  familiar  with  that  crop  as  iaNorm 
Dakota,  and  because  it  seems  that  wheat  as  a  food  product  needs  special  attratton  isb 
have  it  marketed  at  a  reaeonable  piice  for  bedent  of  our  awn  people,  who  are  con- 
Burners  of  the  product.  .  .  v     j  , 

This  plan  is  to  reduce  the  cost  by  removing  most  of  the  risk,  and  is  based  upon  the 
foUowingpremises:  ,  . 

First.  Tliat  it  is  true  and  we  are  sincere  in  our  desires  to  give  some  measure  of  fctiei 
that  will  insure  to  the  farmer  at  least  a  return  over  the  cost  of  production.        .  . 

Second.  That  it  is  true  that  farming  as  at  present  carried  out  and  products  marketed 
do  not  irive  a  return  over  the  cost  of  production.  '  "  ' 

Third.  That  the  wheat  raiser  at  this  time  is  entitled  to  special  conaidentlcm  on 
account  of  the  poation  taken  in  war  time,  when  a  price  was  fixed  preventmg  a  raise 
in  price  mda  as  other  agricultural  products  received. 

Fourth.  That  the  price  received  by  the  wheat  grower  for  his  entire  product  is  always 
fixed  by  the  price  of  the  exportable  surplus,  no  matter  how  small  a  proportion  that 
may  be  of  the  entire  amount,  until  or' unless  the  home  consumption  is  in  excess  of 
the  home  supply  (which  would  be  a  calamity,  meaning  potential  famine,  to  be  avoided) ; 
BO  that  it  is  evident  that  the  wheat  raiser  can  receive  no  benefit  from  a  tariff,  no  matter 
how  hi<?h,  arid  he  is  injuriously  affected  by  the  rate  of  exchange  on  foreign  currraqr^ 
which  makes  our  wheat  at  ordinary  prices  geem  out  of  reach  erf  the  Mdinary  Burepean 

That  the  growing  of  wheat,  in  sufficient  quantities  for  a  food  supply  is  a 
necessity,  and  should  be  encouraged  and  assisted  in  those  localities  mere  adapted  t» 

wheat  raising  than  to  other  forms  of  farming.  . 

Sixth.  That  it  is  not  ad\isable  by  subsidizing  or  putting  a  fictitious  price  on  wheat 
to  stimulate  the  growing  of  wheat'in  localities  where  more  profitable  crops  are  now 
being  raised,  recognizing  also  that  artificially  raising  the  price  of  wheat  over  a  normal 
market  price  will  work  a  hardship  on  our  own  people  who  purchase  wheat  to  eat. 

Seventh .  That  it  is  to  the  interest  of  the  country  as  a  whole  that  the  smaller  farmer 
should  be  assisted,  and  any  Federal  aid  proposed  should  idm  more  directly  at  helping 
a  small  farmer  than  laiger  landownem,  wto  mi^t  be  called  speculators  m  farming. 

Ei^t.  For  immediate  relief  it  must  be  recognized  also  that  the  smaller  fanner  in 
need  of  immediate  relief  has  already  borrowed  all  the  money  that  his  credit  will  stand 
or  that  his  earning  capaidty  will  permit  him  to  pay  interest  on,  so  it  would  seem 
that  any  further  extenmen  ot  credits  wiU  not  help  the  real  pajtie^  in  ^F^^S^^,. 

Granting  these  premises,  it  would  seem  that  the  immediate  nee^'ol  the  small  farmer 
demands  at  this  time  some  method  by  wliich  he  can  plan  and  go  ahead  with  a  crop  each 
season,  with  the  assurance  that  he  will  be  repaid  for  his  costs  of  operation^  if  not  By 
a  successful  crop,  then  at  least  by  the  repaym^t  of  the  deficiency  by  insurance. 

With  this  assurance  of  Fed^  assistance  or  inmirance,  he  can  go  ahead  and  buy 
seed  cheaply  in  the  best  market,  he  can  get  feed  for  his  stock,  and  his  credit  will  be 
immediatdy  restored,  so  far  as  the  coming  years  operations  are  concerned,  because  it 
will  be  recognized  that  he  can  pay  for  all  stuff  purchased  for  a  coming  crop  from  the 
insurance  and  his  old  indebtedness  can  wait  over  till  h§  makes  some  profit  from  has 
farming  ventures. 

Isn't  this  exactly  what  is  needed  at  this  time?  More  immediate  credit.  Any  ordi- 
nary finance  scheme  of  extending  more  credit  will  not  help  the  man  who  has  no 
security.  It  would  simply  make  that  much  more  indebtedness  for  luin  to  pay 
interest  on.  Higher  prices  for  wheat  wHl  not  help  the  man  who  has  no  wheat  to  sell. 
But  a  proper  system  of  crop  insurance  will  immediately  restore  qredit  to  any  man 
who  is  able  and  willing  to  labor  to  put  in  a  crop,  no  matt^  hpw  gce^ 

his  past  and  present  indebtedness.  , ,  .u  -  , 

How  can  this  be  worked  out?  Well,  it's  a  pretty  big  problem;  but  I  would  think 
that  if  the  Federal  Government  has  been  able  to  supply  seed  on  short  notice  over 
wide  areas  that  it  will  not  be  impossible  to  work  out  a  crop-insurance  plan  that  can 

be  successful.  ^  .  #  ».        ii     r  J^\. 

My  own  suggestion  (working  almost  entirely  in  the  mterest  of  the  OTaaUer  xarmm^ 
wouid  be  that  a  man  who  owns  or  has  rented  or  controls  land  on  which  he  figures  to 
raifife  a  crop  <rf  wheat  should  be  authoriaed  to  list  up  to,  say,  300  acres  as  land  coming 
uBder  the  Federal  crop-insurance  plan,Jiat  with  the  county  ^nt  or  county  auditor, 
describing  the  land  and  its  history  with  r^ard  to  past  crops  and  condition  as  to  till^. 

He  should  give  an  estimate  as  to  actiial  cost  of  preparing  land  and  sowing.  In  case 
of  fleed->ee  AM^Uea  purchased,  certihed  bills  from  parties  supplying  same  should 
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accompany  estimate,  and  then  around  harvest  time,  if  the  crop  did  not  seem  to  justify 
expense  of  harvesting,  report  diould  be  made  and  disposition  ordered  by  county 
agent.  If  grain  is  needed,  poor  crops  would  be  harvested,  and  if  grain  is  plentiful 
poor  crops  would  be  ordered  turned  under  and  ground  prepared  for  another  season. 

The  proceeds  of  the  crop,  backed  up  by  reports  from  thresherman  and  neighbors 
and  county  agents'  own  observation,  should  be  figured  as  against  cost  of  pperi^tion 
and  any  deficiency  made  up  from  insurance  fund. 

Bills  for  seed,  feed,  twine,  threshing,  etc.,  to  be  paid  so  as  to  insure  good  credit 
feature;  farmer  gets  paid  for  his  time,  labor,  use  of  stock,  etc.  ^  ^ 

How  is  it  financed?  Aye,  there's  the  rub;  probably  a  Federal  appropnatwm  wOuM 
be  needed  to  start  such  machinery  going.  Do  we  ever  figure  on  anjrthing  of  this  kmd 
without  a  Federal  appropriation?  But  I  do  not  believe  such  a  crop-insurance  plan 
would  be  anywhere  near  as  expensive  aa  a  fixed  jwice  for  wheat  would  prove  to  be. 

The  farmer  in  making  his  application  would  agree  to  pay  a  premium  for  this  insur- 
ance, the  amount  of  which  would  go  into  his  cost  of  operation  and  is  met  either  by 
profit  from  his  crop  or  canceled  if  crop  does  not  meet  CApenses. 

A  Federal  appropriation  would  be  needed  to  meet  possible  errors  in  figuring  amount 
of  premium  to  meet  une^  peeled  heavy  losses  in  a  bad  year,  and  also  to  let  the  premium 
be  low  for  the  first  few  years,  so  that  small  farmers  would  be  encouraged  to  titke  out 
this  protection. 

it  looks  as  feasible  and  to  my  noticm  is  more  fitted  to  meet  present  conditums  than 
any  plan  I  have  seen  proposed.  .... 

This  plan  if  appliea  to  crops  also  encourages  more  careful  and  scientific  farming, 
as  the  h^p  of  tiie  county  agent  is  called  to  plan  crops  and  methods,  and  the  eradica- 
tion of  diseases,  such  as  bolfweevil  in  cottx)n.  smut  and  mst  in  wheat,  could  be  largely 
controlled  because  insurance  could  be  refused  to  those  w^io  n^lected  to  protect  their 
crops  against  preventable  diseases. 

Respectfully  submitted.  •  *         „        ^  , 

*^  '  '  Arthur  Dixon,  RoUa,  Dak. 

The  Chairman.  I  also  desire  to  place  in  the  record  a  letter  from  Mr.  liutin  S. 
Hagen,  manager  of  the  State  <rf  Nwth  Dakota  Department  of  Htail  Insttnuice.  TIda 
letter  is  dated  May  22, 1922. 

(Hie  letter  rdened  to  It  here  {Mrinted  in  fall,  as  feUowa:) 

State  ow  North  Dakota, 

DXPARTMBNT  OF  HaIL  INSURANCE, 

Hon.  Charles  L.  McNary, 

United  States  Senator,  WifMngton^  D,  C. 

Dear  Sir:  North  Dakota  enacted  in  1911  the  first  State  hail  insurance  law  that 
was  placed  on  the  statute  books  of  any  State  in  the  Union.  This  law  was  in  operation 
till  the  year  1919,  when  the  legislature  re\ised  the  law.  The  1921  legislature  again 
reenacted  the  hail  law  and  we  now  believe  that  North  Dakota  has  the  most  perfect 
hail  insurance  law  on  the  statute  books  of  any  State  or  Province.  We  are  recom- 
mending only  a  few  minor  amendments  to  the  legislative  assembly  of  1923,  and  i£ 
such  meet  with  its  approval  we  believe  we  have  as  nearly  perfect  a  law  as  we  undw 
present-titne  condition  can  get. 

The  I9I9  and  1921  hail  laws  have  worked  out  very  satisfactorily.  For  each  of  the 
years  1919,  1920,  and  1921  more  than  70  per  cent  of  all  the  crops  grown  in  the  State 
have  carried  State  hail  insurance.  This  in  itself  is  a  proof  that  most  farmers  are  in 
favor  of  the  law,  and  particularly  so  as  the  only  compulsory  feature  of  the  law  is  to 
list  the  land  for  hail  purposes  and  pay  the  3  cents  per  acre  flat  tax  on  all  tillable  lands 
for  five  years  up  to  and  including  1925— the  hail  indemnity  tax  may  be  canceled 
any  time  prior  to  June  15  of  each  vear;  thus  nobodv  needs  to  keep  the  insiu^nce  wjhtf) 
does  not  wish  it,  except  that  a  few  nonresident  laitdowiierB  who  would  ordinaruy 
not  keep  the  insurance  may  indirectly  be  protected  against  their  wish,  as  tenants' 
oinsent  must  be  obtained  before  withmawal  can  be  made.  This  provisicm  is  for  the 

E faction  of  the  r^ter,  who  woidd  otherwise  be  at  the  mercy  of  an  unscrupakNia 
mdowner. 

The  fact  that  State  hail  insurance  for  1919  and  1920  cost  only  4^  per  cent  compared 
to  the  old  line  companies'  10  per  cent,  and  in  1921  6.3  per  cent  to  the  old  line  com- 
panies' 12  to  14  per  cent,  depending  on  locality  and  kind  of  crop,  is  a  further  proof 
that  there  is  a  reason  to  hope  for  a  continued  success.  Over  11,000,000 'acies  pto- 
tected  at  a  risk  of  $80,000,000;  thift  ttine  times  more  than  the  combined  r^c  cartied 
all  the  thirty-four-odd  private  cenrindee  4oiDg  heail  business  in  the  State.  The 
m^iiiiitiitt^  Indettai^  is  peid  by 
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warrante  drawing  6  per  cent  interest,  but  $1,600,000  ot  these  have  already  been  paid 
by  the  State  troaeurer,  and  two  Minneapolis  financial  concerns  haVe  taken  warrants 
that  the  farmon^  wished  to  ^Ispooe  of  at  a  reaaon^ble  .dlBComit  (diacoimt  iipw  pa^- 
half  per  centV 

The  3-cent  flat  acreage  tax  aVove  referred  to  is  used  4W  creating  a  surplus  in  the 
fund  to  pay  losses  more  promptly.  Such  tax  amounts  to  about  $830,000  a  year,  and 
when'ihe  five  years  are  past  we  shall  have  a  surplus  of  over  $4,000,000  and  will  then 
be  able  to  pay  the  losses  in  December  of  the  year  in  which  the  loss  occurs  or  perhaps 
immediately  after  adjustment.  The  failure  to  pay  losses  promptly  in  the  past  has 
been  the  only  real  objection  to  our  insurance  plan,  and  this  is  now  gradually  beii^ 
remedied  by  the  surplus  revolving  fund — revolving  as  we  use  it  every  year  and 
replenish  as  taxes  come  in.  and  l)efore  three  years  the  surplus  will  l^e  theoretical 
so  far  as  actual  cash  in  the  treasury  is  concerned.  We  always  have  a  great  many 
delinquent  taxes  to  contend  with,  but  indemnity  warrants  are  issued,  due  and  pay- 
able on  tihe  call  of  the  State  treasurer;  the  hail  taxes  are  back  of  them  as  security, 
and  payments  aie  made  as  taxes  are  collected. 

With  an  imdertaking  of  this  kind  it  is  only  natural  that  we  have  some  opposition, 
but  as  we  are  trying  to  keep  the  department  out  of  politics  we  have  not  had  much 
criticism.  With  over  21 .000  losses  to  adjiist  in  1021,  we  have  of  course  had  our  share 
of  trouble — for  although  the  farmers  are  proverl  iaily  honest  there  seems  to  be  a  few 
that  judge  their  loss  to  l)e  slightly  larger  than  we  actually  prove  it  to  be — and  before 
settlement  some  disputes  arise. 

It  is  very  difficult  to  give  detailed  information  in  a  short  letter.  We  are  therefcve 
sending  you  under  separate  cover  a  copy  of  our  last  report  and  copy  of  the  Jiail  law, 
from  Twuch  we  tnist  you  will  find  furuier  information.  If  there  should  be  any  par- 
ticular phase  of  our  department  or  our  law  which  is  not  fuUy  explained,  we  shall 
be  glad  to  have  you  advise  us.  ^ 

We  thank  you  for  your  inquiry. 

YoutB,  very  truly,  Martin  S.  Hagen,  Manager. 

The  Chairman'.  I  also  desire  to  place  in  the  record  a  letter  written  to  me,  under 
date  of  April  21,  1923,  from  Mr.  8.  A.  Olsness,  commissionei  of  the  department  of 
insurance.  State  of  North  Dakota,  together  with  a  copy  of  a  letter,  which  he  inclose3, 
to  the  Journal  of  Insurance  and  Financial  Statistics,  in  relation  to  this  subject, 

(The  letter  and  incloeure  are  here  printed  in  full,  as  follows:) 

Department  op  Insuraxce, 

fiiTOMm*,  N.  Dok.,  April  gl,  im. 
Hon.  Chas.  L.  McNary.  ^ 
United  States  Senate.  Washington,  D.  ('. 

Dear  Senator:  I  wish  to  acknowledge  with  thanks  receipt  of  your  invitation  as 
of  April  13  to  attend  your  committee  meeting  called  for  the  purpose  of  studying  the 
subject  of  crop  insurance  to  take  place  in  Washington,  D.  C,  on  April  24.  I  am 
extremely  interested  in  the  subject  of  crop  insurance  and  would  have  liked  very 
much  to  be  with  you,  but,  as  our  traveling  fund  does  not  permit,  will  have  to  for^ 
my  wish  to  attend  your  heating.  However,  if  there  in  anything  that  we  may  do  to 
aid  your  cmamittee  in  its  work  we  shall  chemully  comply  if  you  have  any  questions 
to  ask,  if  you  will  only  suggest  what  you  want.  I  take  the  liberty  to  inclose  herewith 
a  copy  of  a  letter  on  this  subject  sent  to  the  Journal  of  Insuiakice  and  Finandid 
Statistics  some  time  agow 
Respectfully, 

S.  A.  Olsness, 
Commissioner  of  Insurance. 

JovMKAL  ojp  Insurance  and  rwANCjAX  Statistics, 

Nervark;  N,  J. 

Dear  Sir:  In  answer  to  your  query  of  the  1st  ultimo  relative  to  the  subject  of  crop 
insurance,  wish  to  state  that,  due  to  the  recent  holidays  and  the  approaching  session 
of  legislature,  I  have  been  unable  to  dispose  of  this  matter  until  now. 

While  I  find  it  impossible  at  this  time  to  go  into  the  matter  fully,  I  do  wish  to  state 
that  this  form  of  insuiance  has  been  attempted  in  our  t  tate  by  three  various  insurance 
coomaideB,  the  NatJonal  n^nmFire  Insurance  Co.,  of  Fittsbui]^,  Pa. ,  the  Bankers' 
lamrance  Co.,  of  Helena,  Mont.,  and  the  Hartfoid  Insurance  Co.  The  firet  two  ones 
operated  in  1917,  while  the  latter  wrote  some  business  in  1920.  The  Bankers'  Insur- 
)  Co.  met  their  Waterloo  during  the  first  season  and  sank  without  trace.  The 
sowcaof  JMi«rinfoRo»t)oiii&  wouXd>9.%e^is^yx^9^e, 


INVESTIGATION  OF  CROP  INSURANCE 


105 


department  or  the  attorney  general's  department  of  Montana.  I  have  no  doubt  but 
that  the  other  two  companies  would  furnish  you  with  the  desired  information  by 
writing  them. 

It  is  my  opinion  that  unless  some  such  method  of  crop  insurance  is  evolved  by  wfaidi 
the  fiumsof  these  Western  nains  States  can  obtain  protection  against  crop  failuresat  a 
reasonable  cost  to  indemnify  them  to  the  extent  of  their  investments,  grain  farming 

in  these  sections  must  eventually  be  abandoned.  The  Hartford  representatives  told 
me  that  if  8  or  10  of  the  strongest  line  companies  in  the  country  could  organize  a 
huge  insurance  company  and  operate  jointly,  either  by  writing  insurance  direct  or 
by  writing  it  separately  and  then  reinsuring  in  order  to  distribute  the  risk,  they 
thought  such  insurance  might  be  successful.  It  is  my  opinion,  however,  that  the 
Government  should  provide  this  insurance  to  burners  m  seiniarid  dktiicts.  In 
priiiciple  this  would  oe  the  same  as  when  the  Government  furmshes  irrigaticm  to 
urmers  in  arid  regions.  If  tiie  Cfovemment  provides  such  insurance,  there  would 
be  no  need  of  extending  millions  to  farmers  for  feed  and  seed  as  has  been  the  case  of 
ncent  years,  and  it  shoiud  not  be  in  the  form  of  a  subsidy.  The  farmers  do  not  ask  that. 
THiey  would  be  willing  to  pay  for  such  crop  insumnce  and  they  can  afford  to  do  so 
because  of  the  abundant  crops  raised  in  these  §ecti(>nfi  during  favorable  seasQUf^  but 
such  insurance  should  be  furnished  at  cost.  , 

This  department  would  be  greatly  obliged  if  you  have  any  further  informatioii  on 
Ibis  subject  as  matters  develop  in  ue  future,  and  if  there  is  anything  we  may  do  in 
assisting  you  in  the  matter  we  diall  cheerfully  do  so. 
Youis  truly » 

S.  A.  Olsness, 

The  CiiAmMAN.  I  will  also  ask  to  have  inserted  in  the  record  an  article  by  Mr. 
V.  N,  Valgren,  United  States  Department  of  Agriculture,  printed  in  the  Journal  of 
Insurance  and  Financial  Statistics  for  October,  1922,  which  is  continued  in  the 
November^  1922,  issue  of  the  same  magazine. 

(The  article  refmed  to  is  here  printed  in  fuU,  as  follows:) 

Crop  ImuAAjrcB. 

Billions  of  dollars  are  invested  each  year  in  farm  crops,  or  more  accurately,  in 
I>rospects  of  such  crops.  Because  they  yearly  risk  a  large  part  of  their  accumulated 
wealth,  as  well  as  large  amounts  of  personal  labor  in  mere  prospects,  farmers  ha^'e 
by  some  been  referred  to  as  the  greatest  class  of  gamblers  in  the  world.  The  name  of 
eamblers  is  properlv  applied,  however,  to  those  taking  unnecessary  risks  and  since 
uirming  is  one  of  me  most  essential  oi  men's  economic  activities,  this  designation 
seems  both  un&ir  and  incorrect.  The  t»in  riaik-takan  as  applied  to  formeiB  would 
«eem  more  appropriate. 

For  nearly  all  other  kinds  of  necessary  human  enterprise,  insurance  against  the  risks 
or  hazards  involved  is  now  available  and  very  generally  procured.  Nav^igation,  or 
*  *  trading  at  sea, ' '  which ,  particularly  under  older  methods,  represented  one  of  the  most 
hazardous  forms  of  enterprise,  was  the  first  to  be  provided  witninsiuance  protection. 
Nevertheless,  the  growii^  of  crops,  which,  like  navigation,  is  peculiarly  subject  to  that 
capricious  thing  we  call  the  weather,  is  still  lacking  in  adequate  insurance  facilities, 
each  individual  farm^  in  gena^  beii^  expected  to  take  the  risk  involved  in  his 
year's  investmrat  in. crop  prospects.  Even  the  broad  term  weathar,  covering  as  it 
does  such  hazards  as  drougat,  floods,  exceaaive  heat,  frost,  hail,  and  storms,  with  all 
liieir  posnble  combinations,  does  not  exhaust  the  list  of  hazards  to  which  growing 
crops  are  subject.  In  addition  to  all  these,  t^iecaare  the  d^wgen  imox  variouB^filwt 
diseases,  and  insect  as  weU  a9  aniinal  pests. 

ANNUAL  AMOUNT  t>F  LOSS  OK  DAMAQfi  TO  C&OP8. 

Before  speaking  of  amount  of  loss  or  damage  to  crops  it  is  necessary  to  have  clearly 
in  mind  what  we  mean  by  these  terms.  It  is  apparent  that  many  speak  of  losses  to 
fsimeiB  from  this  or  that  cause  when  they  actually  mean  a  reduction  in  prcHniaed 
yield.  BuA  reduction  does  not  in  all  cases,  howevw,  mean  finmrial  loss  <m  a  year's 
operations.  Let  us  assume,  fw  ^sxamj^  tluikt  a  farmer  spends  iipoa«i  acre  of  wheat 
the  equivalent  of  15  bushels  at  {oeyailing  ]Meios»i  this  outlay  ooveiiQC  aeed,  labor  of 
all  kinds,  wear  and  depreciation  on  implements  used,  interest  on  investment  in  land, 
taxes,  fertilizer,  etc.  It  may  be  that  this  same  acre  has,  under  similar  methods  of 
tiJiage*  yi^^.2{^  bushels  of  wheat.  Now^if^for  9i;aiiiplf»j  jit  soiaie stuge  of  th^  devel- 
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opment  of  the  crop  there  is  promise  of  a  maximum  yield  and  this  promise  is  reduced 
by  the  occurrence  of  drought,  hail,  insect  pests,  or  some  other  cause,  so  that  the  yield 
is  reduced  to  16  bushels  per  acre,  it  is  natural  and  proper  to  speak  of  crop  damage 
having  been  suffered  to  the  extent  of  9  bufihels.  ^ince  the  assumed  gross  cost  or  outlay 
in  connection  with  this  acie  of  wheat  is.  only  the  equivalent  of  15  bushels,  there  ie, 
however,  a  slight  profit  and  not  a  financial  loss  in  connection  with  the  crop.  If,  on 
the  Qther  hand,  the  crop  damage  is  such  as  to  reduce  the  actual  yield  to  8  bush^i  a 
financial  loss  is  suffered  by  the  farmer  equal  to  the  value  of  7  bushels  of  wheat. 

Logically  it  would  seem  to  make  no  difference  whether  the  reduction  in  prospective 
yield' is  the  result  of  some  spectacular  catastrophe  after  the  wheat  is  well  on  the  way 
toward  maturity  or  if  the  seed  for  one  reason  or  another  fails  fuUy^  to  germinate  and 
therefore  at  no  stage  gives  tangible  promise  of  a  full  or  maximum  yield.  In  any  case 
the  difference  between  the  yield  known  by  experience  to  be  poeeible  uid  the  yield 
actually  harvested  may  be  ascribed  to  one  or  more  causes  of  crop  damage. 

In  Older  to  make  it  poesiUe  to  work  out  approximate  figures  for  the  amount  of  crop 
damage  from  various  causeSi  the  United  States  Department  of  Agriciilture  has  arbi- 
trarily assumed  that  a  crop  exceeding  by  10  per  cent  the  normal  yield  is  a  perfect  or 
no-damage  crop  for  the  territory  in  question.  The  normal  yield  may,  in  turn,  be 
defined  as  the  yield  that  the  crop  reporter  has  in  mind  as  one  which  in  good  years 
actually  occurs  over  extended  areas,  s^nd  in  percentages  of  which  he  reports  crop  jwros- 
pects  as  well  as  crop  dainages  from  the  different  causes.  The  raising  of  the  nonnal 
yield  of  10  per  cent  in  order  tc  determine  the  no-damage  yield  is  an  attempt  to 
make  suitabk  idlowance  for  the  fact  tliat  the  yield  wliich  the  crop  reporter  has  u 
mind  as  a  normal  yield  for  his  locality  is  not  strictly  a  perfect  or  no-damM;e  yield. 
The  difference  between  a  poileet  or  no-daoMge  ymd  B^d  the  actual  yield  is  takeioi 
as  a  measure  of  crop  damage. 

ITsing  the  term  "crop  damage*'  as  just  defined,  the  department  about  12  years  ago 
began  to  require  of  its  thousands  of  crop  reporters  in  all  parts  of  the  country  estimates 
of  the  percentage  of  damage  caused  to  leading  crops  for  specified  causes.  The  crops 
covered  are  com,  wheat,  oata,  barley,  flaxseed,  rice,  potatoes,  tobacco,  hay,  and 
cotton,  while  the  specified  haziek^  to  wWdi  crop  damage  id  attributed  iiichide  defi- 
deiit  moistaie,  excessive  miimte,  floods,  boat,  haU,  hot  wikiii,  fltenis,  idiitt  dis- 
eases, insect  and  animal  pests.  •  o 

Space  does  not  permit  any  detailed  presentation  of  the  data  obtained.  Summaries 
of  these  data  have  been  published  in  tabular  form  in  the  Monthly  Crop  Reporter  of 
the  Department  of  Agriculture  for  August,  1920,  and  in  the  Department  of  Agricul- 
ture Bulletin  1043,  which  deals  specifically  with  crop  insurance. 

Taking  wheat  as  an  example,  it  was  found  that  on  a  percentage  basis  covering  the 
United  States  as  a  whole  the  average  annual  crop  damage  from  the  various  caiMS. 
during  the  decade  1909  to  1918,  inclusive,  was  as  follows:  Deficient  moisture,  12.38 
per  cent;  excessive  moistiXke,  2.03  per  cent;  floods,  0.33  per  cent;  frost,  0.7  per  cent; 
bdl,  1.1  per  cent;  hot  wmds,  2.02  per  cent;  storms,  0.28  per  cent;  animal  pests,  0.19 
pw  cent;  other  and  unknown,  0.86  per  cent;  total  crop  diamine  from  all  causes,  28.77 
per  cent. 

For  the  other  crops  the  percentage,  representing  the  a^  erage  annual  crop  dam^e 
from  all  causes  for  the  country  as  a  whole,  are  as  follows:  Corn,  31.99  per  cent;  oats, 
24,52  per  cent;  barley,  28.65  per  cent;  flaxseed,  36.44  per  cent;  rice,  19.04  per  cent; 
potatoes,  30.12  per  cent;  tobacco,  20.50  per  cent;  hay,  20.35  per  cent;  cotton,  $BA9 
per  cent.      *    •       "  ^  ^  _  _ 

Translating  the  fl^ve  percenti^  into  quantity  figures,  it  means  that  the  average 
annual  damage  from  all  causes  on  the  crops  in  question  amounted  to  the  following 
fiirures:  Com,  1,345,600  bushels;  wheat,  301,200,000  bushels;  oats,  414,300,000  bush- 
eb;  barley,  74,100,000  bushels;  flaxseed,  10,200,000  bushels;  rice,  7,400,000  bushels; 
potatoes,  164,800,000  bushels;  tobacco,  296,300,000  pounds;  hay,  20,414,000  tons;, 
cotton,  3,731,000,000  pounds.  ,    ,    .    ,  -      a    -  a-^ 

It  has  also  been  calculated  that  on  the  basis  of  prevailmg  prices  dunng  the  differ- 
ent years  the  annual  damage  to  these  10  crops  amounted  to  a  total  sum  varying  from 
a  minimum  of  12,054,000,000  in  1912  to  a  maximum  of  nearly  $3,066,000,000  in  1918., 
the  average  annual  crop  damage  during  the  11  years  1909  to  1919  being  $2,620,000,000. 

As  iMMd  peAaps  occur  te  the  reader  even  without  ha\  ing  his  attention  called  to 
iL  tte  ^aliie  figures  just  quoted  trnmamt  in  part  only  a  theoretical  dinunution  in 
giom  income.  While  an  increase  ol  10  or  20  per  cent  in  the  crop  yield  of  a  given 
farm  will  increase  the  gross  income  of  the  farmer  by  the  same  percentage,  this  rela- 
tionship between  increase  in  yield  and  increase  in  gross  income  does  not  hold  when 
all  or  even  a  large  proportion  of  the  entire  farmer  group  is  considered.  In  the  latter 
case  increase  in  yield  will  of  course  materially  affect  the  total  supply  of  ibB  OWfr 
modity  in  question,  which  naturally  affects  the  price.   «a  mem^im^'^''^'' 


taaUow  for  this  fact  in  translating  the  quantitative  crop  damage  into  terms  of  dollars. 
fWth€nQORe>  it  the  true  diminution  in  gross  income  to  farmers  by  reason  of  crop 
dam^e  were  ascertained,  such  figures  would  still  be  of  little  assistance  in  determx^- 
ing  the  financial  loss  suffered  by  farmers  on  their  year's  operation.  ' 

For  the  amount  of  actual  financial  loss  suffered  annuallv  by  reason  of  crop  damage 
we  have  not  even  a  reliable  estimate.  Such  loss  evidently  can  not  be  amved  at  by 
the  use  of  general  averages.  In  fact,  the  annual  financial  loss  may  be  said  to  be  the 
product  raffier  of  the  frequency  and  eittent  of  variation  from  averages  m  crop  duiuge 
a^d  in  actual  yidd.-  In  other  words,  methods  of  tillage  and  cost  of  i>roduction  tend  to 
adjust  tiiLemselves  to  these  averages,  some  land  here  and  there  being  abandoned  m 
connection  with  this  adjustment.  It  is  the  imexpected  and  not  the  expected  that 
reeulta in  financial  loss,  or  in  extra  profits  as  the  case  may  be.  Furthermore,  financial 
loss,  as  recent  experience  has  amply  demonstrated,  may  be  suffered  even  with  perfect 
yields  when  agricultural  prices  are  out  of  proportion  to  other  things. 

It  may  be  said  by  way  of  emphasis  that  crop  damage  is  the  difference  between  a 
perfect  or  no-damage  yield  and  tiie  actual  yield,  while  financial  loss  is  represented  by 
the  difference  between  the  investment  in  the  year's  crop  and  the  harvested  crop 
figured  at  local  market  price.  Stating  it  another  way,  financial  loss  is  the  r^t  either 
of  crop  dwnage  or  depression  in  price,  or  both,  to  such  »tent  as  to  bring  the  value  of 
the  actual  yidd  bdow  the  investment  in  the  crop.  In  general  the  maladjustment  of 
priew  as  a  «»Hce  of  loss  will  be  ignored  in  this  paper,  since  crop  insurance  would 
seem  to  conoep^  p?«iw*Sy-w^  CWD,  »»d  oi»ly  incident*Uy  with  problems 
«kf  pdce.. 

KINn  or  INaUBANCfi  NSBBSn, 

The  risk  of  crop  damage  not  sufficiently  severe  to  produce  financial  loss  can  without 
great  inconvenience  be  carried  by  the  farmer  himself.   To  attempt  to  insure 
such  crop  damage  might  well  be  said  to  be  a  form  ol  extravagance.  A  word  ef 
explanation  on  thiBpotntBiay  be  pmnilted^  ,  ^    ^.        ^      ,  , 

uinsufanee  cenauithig  of  the  collection  of  premiums  and  the  distribution  of  sucn 
premioM  to  those  incurring  a  loss  imder  the  insurance  contract  could  be  conducted 
without  e^nse,  it  might  be  wise  to  insure  against  every  conceivable  source  of  loss, 
thereby  practically  equalizing  and  standardizing  the  income.  It  is,  of  course,  no 
more  possible  to  achieve  this  tJban  it  is  for  a  locomotive  to  turn  into  tractive  power  all 
the  energy  contained  in  the  coal  that  it  consumes.  A  greater  or  less  proportion  of  the 
amount  contributed  bv  the  insured  as  premiums  must  be  used  to  meet  the  eip^ises  Qt 
conducting  the  business,  or,  to  carry  out  the  figure,  to  overcome  the  feictioiial  ^em^ 
of  the  insurance  machine.  It  is,  therefore,  possible  in  the  long  run  for  an  insurance 
company  to  pay  back  in  indemiatiea  tOLits  membm  or  patrons  only  a  materially 
amallOT  amount  than  the  sum  collected  from  the  insured  in  Uie  form  of  premiums,  and 
as  a  result  insurance  is  to  be  recoBuiieiMled  agamst  such  eiop  hmm  ^y  ^  would 
eeriously  crrople  the  farmer.  . 

The  ideal  crop  insurance  will,  to  the  extent  indicated,  provide  protection  against 
all  unavoidable  hazards  to  which  the  crop  is  subject.  If  one  of  these  hazards  is  left 
unprovided  for  in  the  insurance  contract,  the  insured  may  lose  his  crop  from ^faat  haz- 
ard and  find  hinself  worse  off  for  having  carried  insurance  by  the  amooi^  of  ptexmmm 
paid  or  premium  obligation  assumed.  . 
^  In  the  ffiuil  snaly^,  there  is^  little  move  lode  in  carrying  crop  insurance  against 
eertaifi  roedfied  hazards  with  the  insured  carrying  the  to^l  nak  against  other  hazu^ds 
than  there  would  be  in  taking  out  a  life  insmwice  policy  against  certain  specified 
diseases.  The  thing  tiiat  the  buyer  of  life  insurance  seeks  is  the  positive  assurance 
that  in  the  case  of  his  premature  death  the  economic  loss  sustained  by  his  dependents 
will  to  a  greater  or  less  extent  be  made  good  by  the  insurance.  Similarly,  the  thing 
needed  by  the  producer  of  crops  is  the  assurance  that  if  these  crops  fail  to  produce  a 
reasonable  harvest,  no  matter  what  the  cause  of  such  failure  may  be,  assuining  nat  he 
himself  has  fully  performed  his  part,  he  wffl  be  ind««mi<tod  far  vm  lm  «a*  ha  has 
sustained. 

It  if  harcUy  Beceeaary  to  point  out  that  in  no  caae  should  the  insurance  Bafe^:uard  a 
^iliiBp^         own  n^ligence  or  carelesmess.  Any  insurance  which  does  thm  tends 
to  c^^  a  form  <rf^n<»iS  hazard  that  no  company  can  afford  to  assume.  It  also  tends 
to  diminish  the  efficiency  and  jwcoductivity  of  agriculture  as  a  eource  of  national 

wealth.  ^  „         ^  „ 

While  the  crop  insurance  policy  to  meet  requirements  fully  must  cover  all  un- 
avofdable  hazards,  it  would  no  doubt  be  going  to  extremea  to  assert  ^t,  ^^^^ii*- 
sence  of  an  offer  of  such  a  policy  on  favmble  t^ms,  no  inmiranpe  should  he  pundnood. 
In  obtain  parts  of  the  coroti^  the  1^  hamrd  is  xdativdy  s^vece. 
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INATESTIGATION  OF  CROP  INSURANCE 


The  average  loss  for  a  State  by  reason  of  hail  is  rarely  if  ever  as  large  or  bs  widesp^eifd 
|0  the  loss  from  certain  other  climatic  hazards,  but  the  loss  to  those  who  do  suffer  from 
it  is  often,  very  severe*  Not  infrequently  the  crops  of  individual  fannen  are  totally 
rained.  Because  of  this  peculiarity  of  the  haU  nasard,  losses  fh^efrom  being  con- 
centrated on  a  relatively  few  and  the  damage  therefirom  being  in  general  distingmsh- 
able  from  that  brought  about  by  other  causes,  it  is  practicable  from  the  point  of  view 
of  the  insurance  oi^nization  to  give  protection  i^ainst  this  hazard  alone  and  to  hold 
down  its  expenses  to  a  reasonable  percent^e  of  the  premiums.  The  protection  offered 
by  hail  insurance  may  be  well  worth  what  it  costs.  In  true  crop  insurance,  however, 
the  hail  hazard  should  cert£unly  be  included.  It  should  not  be  necessary  for  the  farmer 
to  secure  two  insurance  contracts  in  order  to  be  protected  against  serious  or  toal  loss. 
Economy  in  insurance  operations  and  convenience  to  the  insured  argue  for  complete 
coverage  in  a  single  policy. 

It  hM  already  men  pointed  out  that  the  bermer  can  not  wisely  shift  to  an  insurance 
company  tiie  risks  which  he  can  carry  himself  without  undue  danger  to  his  safety  and 
prosperity.  It  may  also  be  emphasized  that  the  farmer  can  not  afford  to  buy  instirance 
protection  against  any  of  his  risks  if  the  expense  item  involved  in  the  insurance 
operation  is  unduly  large.  The  insurance  machine  must  operate  with  reasonable 
efficiency  if  the  seeker  of  insurance  protection  is  to  find  it  adapted  to  his  needs, 
.iseume,  for  instance,  that  50  per  cent  or  more  of  the  premiums  collected  were  absorbed 
.in  expense  of  operation^  thereby  making  the  total  cost  to  all  the  insured  two  or  more 
times  the  amount  received  '^by  them  in  indemnities  to  ooveir  Idsbss  incuHed.  Itis 
obvious  that  it  would  be  wiser  for  each  one  to  take  a  chance  on  a  seriras  1MB  And 
thfiieby  have  also  a  chanoe  of  retaining  a  liberal  income  in  praspevoos  jesm.  Budi 
an  arrangement  would  insure  his  ruin  rather  than  his  success. 

This  illustration  applies  particularly,  of  coiu^,  to  forms  of  insurance  covering 
hazards  which  are  not  subject  to  hxmian  control.  Certain  kinds  of  insurance,  such  as 
that  against  fire,  loss  of  live  stock  by  disease  or  accident,  and,  even  more,  certain 
forms  of  casualty  insurance,  involve  the  bu^dng  of  a  service  in  the  nature  of  loss 
pveventiea  as  wm  as  a  guaiaiitee  ^  indeamity  in  case  loss  oceuis  in  spite  of  prevmtive 
mBmsmm.  In  such  cssses,  insuiaiice  mi|^t  be  profitable  even  when  prenuniw  eol- 
lected  are  relatively  laige  in  pgttportion  to  the  indemnities  pajfi  by  the  company. 
In  the  case  of  crop  insurance,  however,  the  service  of  the  compan3r  consists  not  m 
loss  prevention  but  merely  in  the  collection  of  funds  and  the  distribution  of  these 
funds  as  indemnities  to  those  who  suffer  loss.  Under  such  circiunstances  the  expense 
item  must  be  only  a  minor  part  of  the  total  cost  to  the  insured  if  the  purchase  of  pro* 
tection  is  to  prove  a  wise  investment. 

wtmvm  msuRANCB  facsutiibs. 

The  only  insurance  hitherto  generally  available  for  the  risks  or  hazards  in  crop 
production  has  been  that  against  hail,  and  even  this  fonn  of  coverage  is  of  relatively 
recent  origin.  Hail  insurance  on  growing  crops  has  grown  during  the  last  decade 
into  a  business  of  considerable  magnitude.  The  total  premiums  for  1919,  which 
marks  the  highest  point  yet  reached,  exceeded  $30,000,000.  The  total  risks  covered 
amoimted  to  approximately  $560,000,000.  About  one  half  of  these  risks  was  carried 
by  the  joint-stock  companies,  some  60  in  number,  and  the  other  half  was  divided 
auMst  equally  between  a  gronp  of  40  mutuals  and  the  State  departments  in  Nor£h 
Bakote,  Sooth  Dakota,  Montana,  and  Nebraska.  (See  U.  &  Diq»|»  Agr.  Bv3k  812, 
MmH  fiisorance  on  Growing  Grope  in  the  United  States,  p.  11.) 

A  certain  amount  of  fire  insurance  has  also  been  written  on  standing  grain  in  some 
States  of  the  West.  This  form  of  insurance  is  most  common  in  districts  where  large 
acreages  of  wheat  are  left  standing  until  thoroughly  ripe  and  dry  and  then  cut  and 
threshed  in  a  single  process.  The  insurance  takes  effect  on  the  grain  in  the  field  and 
as  a  rule  follows  it  until  it  is  sold  or  stored  in  a  commercial  elevator  or  warehouse. 

In  recent  years  attempts  have  been  made  to  work  out  a  more  general  plan  of  insur- 
ance coverage  for  fBxm  crops.  The  first  attraipts  of  this  kixkl  were  made  in  1917, 
when  tfaiee  joint  stock  fire  insurance  companies  offered  crop  insurance  in  North 
Dakota,  South  Dakota,  and  Montana.  Two  of  these  companies  wrote  practically 
identical  contracts  and  the  contract  of  the  third  differed  but  Uttle  fsfoa  the  otb^ 
A  brief  outline  of  the  leading  features  of  the  plan  follows: 

Theinriurance  covered  all  the  hazards  to  which  crops  an;  subject,  with  the  exception 
of  fires,  floods,  \\iuterkill,  and  failure  on  the  part  of  the  farmer  properly  to  till  and 
care  for  his  crops.  The  hail  hazard  was  specifically  included  in  the  coverage  offered 
by  this  form  of  policy.  The  amoimt  of  insurance  was  fixed  at  the  relatively  low 
figure  of  $7  an  acre  and  the  insunmce  applied  to  a  specked  field  area,  the  crops  on 


and  BMlt.  In  cue  of  total  failuie  of  the  crop  on  such  area,  the  company  agreed  to 
pay  the  face  value  of  the  policy,  or  «7  par  acre.  In  the  ev«it  oi  partial  loes,  the  indem- 
nity provided  for  was  equal  to  the  difference  between  the  value  el  the  crop  harvested 
on  the  field  area  insured  and  the  face  of  the  policy,  it  being  roecifically  stipulated 
that  the  entire  area  insured  in  a  given  policy  should  be  considered  a  tdiwj^ 
Furthermore,  the  partial  crop  was  valued  at  prices  stipulated  in  the  policy,  namely, 
wheat,  $1;  flax,  $1.75:  rye,  70  centa;  and  oats,  barley,  and  spelt,  50  cents  a  bushel! 
The  insurance,  therefore,  even  though  written  in  terms  of  money,  covered  vield 
ratiier  than  xetuniB  on  a  monetary  baaia.  In  other  words,  the  insured  was  protected 
te  a  measare  against  crop  damage,  but  not  against  a  poaable  drop  in  the  prices  of  the 
crop  produced.  Adjustment  of  all  partial  loases  was  neeesBarily  postponed  until  after 
the  insured  crops  had  been  threshed. 

These  first  attempts  at  general  crop  insurance  proved  rather  disastioua  few  the 
companies  that  undertook  them,  owing,  in  part,  to  the  severe  drought  that  occurred 
in  large  sections  of  the  States  mentioned  and,  in  part,  to  inadequate  safeguards  by 
the  companies  against  the  assumption  of  risks  after  severe  damage  had  already  taken 
place.  The  loaaes^ncurred  under  these  contracts  were  to  a  considerable  extent 
repudiated  by  the  companies.  Inability  to  settle  in  full  was  pleaded.  In  some 
cases  fraud  on  the  part  of  the  insured  ^vas  allied  and  many  claims  were  tentatively 
■etUed  by  the  return  of  the  premiimi  collected.  The  outcome  of  tiiis  first  attempt 
to  provide  a  general  crop  coverage  is  mach.  to  be  regretted. 

For  two  years  following  these  experiments  of  1917,  no  general  crop  insurance,  ao 
nr.  as  the  writer  is  aware,  was  written  in  the  United  States.  During  the  last  tfaiee 
years,  however,  the  plan  of  offering  a  crop  insurance  contract  has  been  revived,  St 
least  two  of  the  larger  fire  insurance  companies  having  written  such  contracts  ' 
One  of  the  policies,  which  was  first  written  during  1920,  in  effect  guarantees  the 
mmet  a  specified  income  from  each  acre  insured  unless  damage  results  from  fire 
^d,  tornado,  failure  of  the  seed  to  eraminate,  or  failure  on  the  part  of  the 
armer  properly  to  do  his  part  in  seedins,  cuKivating,  or  harvesting  the  crop.  Losses 
or  damage  through  the  elements,  including  frost,  winterkill,  flood,  and  drought,  and 
from  insects  or  disease  are  specifically  covwed  by  the  policy. 

amount  of  insurance  per  acre  is  based  on  the  investment  in  the  crop  as  deter- 
mined by  allowing  a  fixed  amoimt  for  each  process  in  preparing  for,  cultivating,  and 
harvesting  the  crop  m  question  plus  an  allowance  for  seed  and  for  rental  value  5f  the 
land.  Unhke  the  crop  inpurance  contract  first  described,  the  policy  does  not  place 
.  a  fixed  value  on  the  grain  harvested,  but  provides  instead  for  a  valuation  on  the 
basis  of  market  price  at  the  dme  of  adjustment.  The  company,  therefore,  in  effect 

gves  protection  against  a  drop  in  i»ioes,  as  weSk  as  against  crop  damages.  This 
•x  •  "^^^^  pohcy  caused  the  venture  to  prove  a  costly  one  to  the  company  usine 
it  m  1920  because  of  the  unexpectedly  heavy  drop  in  prices. 

A  crop  policy  even  more  recently  devised  involves  a  plan  materially  different 
from  either  of  the  two  aheady  described.  The  coverage  as  to  hazards  insured  against 
w,  however,  practically  the  same  as  in  the  contract  last  outlined.  In  neither  of 
tli«se  policies  is  the  hail  hazard  covered.  Under  the  plan  embodied  in  this  policy 
.  However,  the  amount  of  inaurance  per  acre  that  an  applicant  may  receive  is  based 
on  a  certain  ^er^ntage  of  his  average  yield  during  the  past  five  years,  such  par  of 
the  average  yield  beine  tzanalated  into  doUan  by  applying  to  it  a  value  per  bushel 
or  other  proper  umt  of  measure  based  on  the  price  poevaOing  during  the  period  in 
question,  'mus  a  farmer  who  on  a  given  farm  during  the  past  five  years  has 55^^ 
«  bushete  of  com  per  acre  may  be  offered  insurance  in  an  amount  equal  to  tibe  valQe 
of  about  36  bushels  at  the  average  price  for  com  during  the  past  five  years.   If  such 

average  pnce  were  foiuui to.be  5Q  cents  a  bushel  theinminuaoe i^dut  be  placed  at 
$18  an  acre.  ^  f»NMV  *^  i«<w»  ■* 

,_One  of  t^  most  important  differences  between  this  poUcy  and  either  of  those 
described  18  tie  plan  provided  for  settlement  of  losses.   In  the  case  of 

'JSr^f  °*  ,?®P  ^  conipany  a^reee  to  pay  75  per  cent  of  the 

cost  of  the  field  operations  actually  performed/such  mdemnity  not  to  exceed  75  per 
cent  of  the  total  insurance  carried.  Furthermore,  it  is  provided  that  the  indemm^ 
abaU  m  no  case  exceed  the  cost  of  replacing  all  or  any  part  of  the  quantitative  letums 
on  which  the  insurance  is  based  with  products  of  like  kind  and  sound  quality  FinaUy 
It  IS  provided  that  indemnity  shaU  in  no  case  exceed  the  ammint,  if  any,  by  whidk 
t&e  amount  insured  exceeds  the  market-  value  of  the  crop  harvested.  Under  this 
gowjon  a  change  in  price  in  either  direction  may  be  taken  ad^y^tag^  of  by  the 

L  -"-gMW».'°?*y  J>e  Mid  that  crop  inaurance  ia  still  in  the  experimental  stage  and 
mlWlW^^'W*  It  baa  as  yet  fmuid  it  profitable.  In  fact,  from  such  information 
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M  ifi  avaikble,  it  irould  seem  that  e«ch  of  the  few  companies  that  hai^e  MthOTto 
•ttniiyted  Hub  form  of  coverage  has  paid  out  in-  loesiBB  considerably  more  than  the 
total  premiiHM  colected,  and  after  a  tot  attempt  has  proceeded  if  at  all  with  marked 
delibewttion  and  cttotion.  The  first  explanation  to  Bucgest  iteelf  is  that  rates  of 
pramium  have  been  too  low.  It  is  probable,  however,  that  the  explanation  mavin 
iMge  measure  be  found  in  failure  to  guard  against  an  adverse  selection  of  riflkfl  from 
a  physical  as  well  as  from  a  moral  standpoint,  such  failure  being  due  to  la<i  ct  ^xp^ 
hence  in  this  new  field.  »•  u  ir  ' 

The  Chairman.  I  will  put  in  the  record  the  article  on  "Crop  insurance,"  by  V,  N. 
Valgren,  appearing  in  the  Journal  of  Insurance  and  Financial  Statistics,  November, 
1922,  volume  1,  No.  5,  being  a  continuation  of  the  article  on  "Crop  insurance"  appear- 
isxcr  in  the  October,  1922,  issue  of  the  same  journal.  .  j 

(The  continued  article  on  "Crop  insurance,"  by  Mr.  Valgren,  is  here  prmted  in 
the  record  in  full,  as  follows :) 

*      8PSGIAI<  PSOBLSMS  IM  CBOP  IN8UBANCK. 

The  determination  of  the  amount  9iim^dm»  per  acre  to  be  writtwi  is  iwrticul«rly 
ftnportant  in  the  general  plan  olinmuMK*  here  coi»d«fed.  In  the  ordinary  insurance 
contract  the  amount  of  UiBorance  placed  on  the  vaiiociB  risks  determines  the  size  of 
tbe  ii^emnity  in  case  of  loss,  but  does  not,  barring  a  moral  hazard,  affect  the  number 
of  losses.  Under  the  plan  involved  in  each  of  the  crop-insurance  contracts  hitherto 
mitten,  the  insurance  per  acre  determines  not  only  the  size  of  the  indemnities  that 
•will  occur,  but  also  the  number  of  cases  in  which  indemnity  will  be  due.  To  insure 
the  cornfields  in  a  given  State  or  locality  at  $24  per  acre,  or  the  equiv^ent  in  a  stmj^ 
lated  yield,  obviously  involves  not  only  twice  but  many  times  flie  niik  involved  ib 
insuring  the  same  fields  at  $12  per  acre.  .      „  ^  ^i.  j 

From  the  farmer's  standpoint  the  chance  of  oollectmg  all  or  a  ptet  «f  the  sewnd 
$12  per  acre  would  be  several  times  ^e  probability  d  collecting  any  part  of  the  first 
fl2  The  wise  farmer,  therefore,  wlien  he  buys  insurance  under  this  plan,  will  buy 
aa  much  per  acre  as  the  company  is  willing  to  give  him.  To  a  large  extent,  the  cona- 
pany  for  the  same  reason  can  give  justice  as  between  good  and  poor  land  as  well  as 
between  good  and  poor  farmers  in  a  particular  locality,  merely  by  an  adjustment  of 
the  amount  written  per  acre  and  without  making  any  change  m  the  rate  of  premium. 
This  plan  is  not  uniformly  applicable,  however,  for  the  reason  that  duuatic  oondiiu^ 
make  wide  variations  from  the  avera^  yidd  mudi  more  frequent  m  some  ipcalnMS 

than  in  others.  ,        ...  ^  *  •  ,  .  ' 

"niree  r^itively  distinct  plans  of  determining  the  amount  of  insurance  per  aore 
•have  as  above  indicated,  already  been  tried  out.  TJnder  the  first  of  these  plans.the 
insuRuice  per  acre  is  made  an  arbitrarily  fixed  and  uniform  sum.  Under  the  second 
Tdan  the  maximum  insurance  per  acre  written  is  determined  on  the  baas  of  actual 
investment  in  the  crop  by  placing  a  specified  value  upon  each  operation  m  preparing 
the  soil  and  tilUng  and  harvesting  the  crop  and  adding  to  this  sum  a  reasonable  auo^ 
ance  for  seed  and  rental  value  of  the  land.  Under  the  third  plan  tiie  average  yieM 
on  the  land  in  question  during  the  past  five  years,  coupled  with  the  price  of  the  prodii;(» 
during  the  same  period,  is  made  the  basis  for  determming  the  amount  of  insurance. 

The  first  <rf  these  three  methods  has  the  advantage  of  extreme  simplicity.  Obviously, 
liolrover  tiie  unmodified  plan  could  not  be  appUed  to  a  wide  range  of  crops  m  different 
sections  of  the  country  without  either  greatly  underinsuring  some  risks  or  overmsunng 
others.  For  general  application  some  method  of  adjjusting^the  iiujuiMijce  ppr.acre,tp 
the  investment  involved,  or  the  crop,  is  e^ential.  '  '    .  ^ 

'  The  question  may  then  be  raised:  Is  the  investment  m  the  crop  as  det^mmmx 
by  the  number  and  cost  of  the  field  operations  performed  plus  seed  and  r^^,  or  ^ 
average  income  over  a  period  of  former  years  as  determitted  by  yield  and  price,  tlie 
better  basis  for  arriving  at  a  safe  and  proper  amount  of  insurance  to  be  written? 
•  As  between  these  two  methods,  the  first  may  Tje  said  to  be  the  easier  to  apply  jh 
so  &r  as  the  agent  writing  the  insurance  is  concemed.  The  field  operations  already 
verformed  or  to  be  performed  before  the  crop  is  ready  for  market  are  easily  translated 
terms  of  dollars  by  means  of  simple  tables  showing  the  cost  of  each  operation; 
jmd  the  cost  of  seed  and  fertilizer,  if  any,  as  well  as  the  commercial  rental  value,  can 
no  doubt  be  determined  without  much  difficulty.  The  plan  does  not  .r^(my  iCTijl 
itself*  however,  to  a  differentiation  between  good  farming  and  poor'niBUi^lttcept 


mm  n.  .■■■I-  far  tiMm  TT  Avideuced  bv  the  number  «rf  field  operations  performed  In 
^^o^^^i^^t^^^  peiscmal  care,  the  fanner  who  plows,  disks, 
!£^ilTdi^SS\Sn^uses  infwior  and  exercises  poor  judgment  m  other 
ti^^&^i'e  tiSTsame  amount  of  insurance  as  the  farmer  who  performs 
JaSd  o^Ss  inTfirst-class  manner,  uses  the  best  varieties  of  seed  and  exerci^ 
Smd  juJSfrt  with  reference  to  the  time  of  seeding,  ^^rmg  to  and  Wv^ti^  luj 
Mweover  while  the  commercial  rental  supp^ly  reflects  &e  P"9d«^^ 
7Z  £  rente  are  to  some  extent  the  res,Ut  (fSiblished  custom  and  4» 
ftlwavs  reflect  with  accuracy  the  productivity  of  a  given  tarm. 

S  oS  meSod  that  of  average  yield  and  price,  has  the  disadvantage  of  bemg 
m^li^Z^^^^SS^^^VVly-  The  plan  has  the  merit,  however,  of 
SSS  pStresSte  in  80  far  as  it  is  possible  to  secure  the  facts  and  these  form 
3?S!iS^bl?Sli»  for  estimating,  Ibe  Aiture  results  which  are  the  subject  of  the 

**3^d1ff^J  methods  of  determining  the  amount  of  i^denmity  dimmj^w^ 
k«^e  also  been  tried.  Under  the  first  of  these  it  may  be  recaUed.  Ihe  contract 
S^v^Js  Si  case  the  yield  per  acre  valued  at  a  price  stipulated,  in  t^e^lwy 
dSTnot  Sual  the  amount  of  iiwurance  per  ae»,  the  oompaiiy  will  mdemnify  Ihe 
SirS  to  the  amount  of  such  difference.  *Uirfer  tiiis  plan  it  is  of  no  financml  cons^ 
to  the  company  irtwther  prices  go  up  or  down.  The  nsk  mvolved  in  the 
liiiuatioM?S  »  fiSSr aScts^^  tmm  jiOd^bU^  reats  entirely  on 

second  plan,  the  company  in  effect  guarantees  the  iiif ured  a  fi.^ed  caA 
sumTe^irTthus  to  a'certain  extent,  guaranteeing  not  only  y^^jf^but  pnceat  tto 
thne^ harvest.    Under  this  plan  those  msured  whose 

extent  as  to  fall  short  at  market  price  of  ^^^^^^^^^^^ 
Dolicv  are  relieved  of  any  anxiety  of  price  fluctuatMms,  this  nsk  having  been  «sumea 
by  S^ompS^  Obviusly,  a'^drop  in  mice  wffl, icmever  increase  *e  ^'^'^^r 
^cas^  in  whiA  indemnity  ii  due        tfc  company,     weU  as  Ihe  ti»  «f  *  given 

^*SX/a  third  plan  tried  out  by  one  of  the  companies  entering  this  field,  the 
conSSrt  2  so  dra^ni  that  the  company  can  take  advantage  of  lft^*°g^H)^P^i^^ 
Serdirection    This,  as  already  indicated,  is  done  by  a  double  provision  to  the 
effLt  thaTthe  company  mav  either  make  settlement  in 

yield  used  in  determii^ng  the  insurance  per  acre,  or  nug  settlA  Oie  ctom  »  WW 
of  dollars  per  acre  with  the  crop  actually  harvested  valued  "ij^^f,!^-  i^hS 
for  examole  that  a  farmw  under  this  plan  cames  insurance  of  $12  per  acre  on  his 
wh^t  X  fiSSe  hS  been  detemSned  by  taking  three-fourths  of  a  16-bi^hel 
jSe  yieWlSwi  av«Me  price  of  a  doUar  a  bushel.  Owing  to  one  or  more  of  the 
SS  ^insTSe  yield  is  reduced  to  8  busheb  per  acre.    Theprice  at 

time  is  $L50  per  bushel.  Since  the  value  of  the  8  bushels  harvested  is  $12, 
STsecond  provision  riding  basis  of  settlement  is  fully  ^ati^fi^  and  no  ^enmt^ 
is  due.  But  suppose,  on  the  other  hand,  that  the  pnce  tollowin«  harvest  is  only 
S)  cents  a  busherThe  company  then  relies  on  its  first-ramtioned  P»^  "^^e- 
ment  and  offers  the  insured  tte  ^uivalent  of  4  bushels  at  80  cents,  or  |3.20.  Had 
whS^t  remS  at  a  dollar  a  buSel.  the  price  at  which  the  cash  indemmty  men- 
tirmA^  in  ihe  nolicv  was  arrived  at/ the  indemnity  would  of  course  have  been  $4 
But^S[^^etp^e  at  harvest  standing  at  $1.50  the  company  p%ya 
nothiuK  and  with  the  market  pnce  at  80  cente  it  pays  only  $3.20.  ,  • 

Thequestion  may  now  be  raised,  should  settlement  be  provided  for  on  a  basis  of 
price  sSpulated  in  the  policy,  the  insured  rather  than  the  company  assumuigthe 
Ssk  of  price  fluctuation,  or  should  the  insurance  contract  meff^t  giw^^ 
as  well  ^  yield ;  or  thirdly,  should  the  company  place  itself  m  position  to  take  advaat- 
aee  of  nrice  fluctuations  in  either  direction?  e  •  *  *u-. 

^The  ihkd  of  these  plans  may  doubtiess  be  ruled  out  at  sight  as  being  unfaxr  ta  the 
•insured  and  certain  to  lead  to  dissatisfaction  with  the  protection  provided. 

Am  between  the  other  two  plans  of  fixing  the  indemmty,  it  may  be  argued  m  favor 
olUie  first  Ihat  since  the  farmer  coUectively  considered  determines  the  acreage  planted 
to  a  given  crop  and  hence  the  probable  supply  of  the  commodity  in  question,  he 
rathe?  than  the  company  is  the  proper  party  to  carry  the  risk  of  F^^e  fluctaaUons 
In  favor  of  the  plan  which  guarantees  income  rather  than  yield  and  under  whidi  tte 
company  assumes  in  large  measure  the  risk  of  pnce  fluctuation,  it  may  be  said  that 
the  affairs  of  the  farmer  are  adjusted  on  the  basis  of  an  wcpectoi  income.  It  may 
further  be  argued  that  the  guaranteed  income  is  property  limited  to  such  an  ext«it 
^  the  fanner  wiU  invari^ly  hope  and  expect  to  exceed  it,  and  will  therefore  in 
anv  case  exendae  his  best  judgment  in  the  adjustment  of  his  crop  acreage  to  pros- 
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from  pciM  of  view  of  the  farmer,  it  involves  a  particularly  big  undertakmg  fw 
^be  company  and  must  necessarily  call  for  a  higher  rate  of  premium.  If  the  farmer 
ii  guaranteed  against  crop  bilurei  a  decid^ly  big  step  has  been  taken  even  if  he 
continue  to  assume  the  rusk  ct  fluctoatioa  in  price. 

Another  problran  that  enters  into  crop  insurance  to  a  peculiar  extmt  as  compared 
ynih  other  fomm  of  insurance,  is  the  seasonal  nature  m  tiie  business.  This  means 
that  in  order  to  secure  business  in  any  considerable  quantity,  competent  soUcitors 
must  be  employed  during  the  summer  months  although  the  company  has  no  em- 
ployment for  them  after  the  crop  season  ends.  Even  if  the  same  men  can  be  used  as 
adjusters  the  field  work  will  retain  its  seasonal  character.  What  is  true  of  the  field 
work  in  crop  insurance  is  true  to  a  considerable  extent  also  of  the  oflSce  work,  most 
of  whidi  is  coincident  with  writing  of  insurance  and  adjustment  of  losses.  This 
BMBonal  nature  d  the  werit  necessarily  tends  to  add  to  the  expense  ol  doing  busmees. 

It  is  also  to  be  ^pected  that  no  matter  how  widely  tbe  risiks  of  a  company  engaged 
in  crop  insurance  are  distributed,  the  losses  will  vary  fnnn  year  to  year  more  widely 
than  is  the  case  with  life,  fire,  or  other  mcnre  common  forms  of  coverage.  It  may  be 
recalled  from  the  figures  given  on  a  preceding  page  that  the  total  annual  crop  damage 
measured  in  terms  of  current  price  has  varied  during  a  recent  decade  from 
$2,000,000,000  to  $3,000,000,000.  With  such  a  range  in  crop  damage  when  all  crops 
in  the  entire  United  States  are  considered,  it  must,  of  course,  be  expected  that  the 
annual  variation  in  financial  loss  to  farmers,  well  as  that  of  total  crop  damage,  will 
be  materially  greater  if  one  or  two  crops  or  a  more  limited  area  are  token  into  con- 
eiderataon.  Crop  insm-ance,  ther^ore,  calls  for  the  widest  pesMble  dtetxibutioii  ^ 
risksas  well  as  liberal  reserves  lcnr  bad  years. 

■ 

VUTUBS  OV  CROP  INBURANOB. 

With  efforts  at  general  crop  insiuance  so  markedly  in  their  infancy  it  would  seem 
foolhaidy  to  attempt  any  definite  forecast  of  its  future  development.  One  of  the 
most  interesting  questions  is  the  nature  or  form  of  insurance  agency  that  will  ulti- 
matelyoccupy  thisfield.  lBniialfii*e»isuraneewehaTetwodisC^ 
namely,  the  mutual  operated  at  cost  for  the  ben^t  of  its  m^bers,  md  the  generally 
larger  joint-stock  or  old-line  company  operated  on  a  commercial  basis.  Between 
these  two,  the  field  is  apparently  at  present  rather  eqiudly  divided.  The  2,000 
mutuals,  mostly  local  farmers'  mutuals,  carry  a  total  insurance  on  farm  property  of 
approximately  $7,000,000,000.  While  this  insurance  provides  two-thirds  to  three- 
fourths  coverage  for  somewhat  less  than  half  the  insurable  farm  fire  risks,  much  farm 
property  is  as  yet  uninsured  against  fire.  It  is  probable,  therefore,  that  the  total 
man  me  riAs  carried  by  old-line  companies  falls  somewhat  short  of  tiie  total  carried 
by  tlie  mutuals. 

In  the  field  of  specific  insurance  against  hail  damage  to  growiiy  crops  the  buoness 
is  divided  between  three  groui>8  or  classes  of  agencies,  namely,  tiie  old-line  com- 
panies, which  carry  approximately  one-half  of  the  total;  mutual  insurance  companies, 

which  carry  about  one-fourth,  and  State  hail  insurance  departments  in  tne  two 
Dakotas,  Montana,  and  Nebraska,  which  carry  the  other  fourth.  Will  the  field  of 
crop  insurance  be  left  to  be  developed  by  old-line  companies  exclusively;  will  one 
or  more  of  the  nation-wide  farmers*  organizations  bring  about  the  organization  of  a 
mutual  insurance  company  to  provide  crop  insurance  for  the  members;  or  will  the 
State  or  Federal  Governments  be  prevsiled  upon  to  entw  tlds  field? 

Several  bills  and  resolutions  have  been  introduced  in  Congress  providing  either 
definitely  for  a  crop-insurance  bureau  to  be  administered  by  one  of  the  Government 
departments,  or  for  an  investigation  of  the  question  with  a  view  to  suggesting  later 
action  by  Congress  of  one  kind  or  another.  Shortly  before  the  adjournment  of  the 
recent  session  of  Congress  the  Senate  by  resolution' introduced  by  Senator  McNary, 
of  Oregon,  provided  for  the  appointment  of  a  committee  of  three  Senators  to  investigate  , 
the  subject  of  crop  insurance  and  report  its  findings  to  Congress.  Should  crop-insur- 
ance facilities  based  on  private  enterprise  long  be  delayed,  it  seems  probable  that 
considerable  preEBinr^forGovennnent  action  will  be  brought  to  bear. 

About  all  that  can  be  said  with  confidence  is  iliat  tiie  need  fw  adequate  insurance 
protection  for  the  growers  of  crops  is  strikingly  evident.  Each  year  sees  large  numbers 
of  farmers  either  eomomically  crippled  or  financially  ruined  by  reason  of  the  risks 
assumed  by  them  in  their  business  of  crop  production.  Wliile  instances  of  this  kind 
are  most  nimaerous  in  certain  r^ons  of  the  western  half  of  the  United  States  where 
rainfall  is  peculiarly  unreliable  and  generally  deficient  for  best  results,  they  are  by 
no  means  uncommon  in  any  State  of  the  Union.  In  view  of  the  need  for  means  of 
protection  and  the  fact  that  other  necessary  enterprises  involving  serious  risks  are 
already  supplied  with  sadh  means,  it  seems  inexcusable  as  weU  as  lughly  improbablei 
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in  spite  of  the  difficulties  invloved,  that  adequate  crop-ins\iiance  ^cilities  should 
lonig  remain  undeveloped. 

V.  N.  Valgren, 
United  States  Department  of  Agricitlture, 

The  Chairman.  There  is  another  article  that  I  desire  to  place  in  the  record,  by 
Theo.  H.  Price,  editor  of  Commerce  and  Finance,  published  m  the  Journal  of  Insxir- 
ance  and  Financial  Statistics,  dated  December,  1922,  volume  1,  No.  6. 

(The  article  referred  to  is  here  printed  in  the  record  in  full,  as  follows:) 

Crop  Insubancb— Is  It  Feasibls? 

In  my  study  of  the  agricultural  problem  that  we  are  asked  to  consider  I  find  myself 
asking  whether  a  partial  solution  of  it  is  not  to  be  had  by  a  resort  to  crop  insurance. 
I  submit  the  suggestion  in  the  form  of  a  (juestion  rather  than  as  a  recommendation, 
because  it  is  plain  that  much  thougjit  and  mvestigation  will  be  required  to  determine 
whether  tiie  hazards  of  agriculture  are  insurable.  During  the  last  two  centiuies  the 
principle  of  insurance  has  been  greaUy  extended  in  its  application.  The  first  "under- 
writers'' were  the  merchants  who  wrote  their  names  under  an  agreement  to  share  the 
marine  risks  and  losses  to  whiA  the  ebipe  and  cargoes  of  Iheir  ^ow  merdumfts  were 
sabiect. 

Tne  business  of  fire  insurance  was  next  developed. 

Then,  as  the  law  of  probabilities  became  better  understood,  life  insurance  began 
to  be  written  and  the  business  has  grown  until  in  the  United  States  alone  there  are 
40,000,000  policyholders  in  life  insurance  companies  or  associations  whose  resources 
are  in  excess  of  $7,000,000,000.   No  one  will  deny  the  benefits  of  life  insurance. 

After  life  insurance  came  accident  insurance  and  credit  insurance,  and  now  we 
can  insure  against  losses  caused  by  burglary,  defalcation,  rain,  snow,  hail,  and  tornado, 
as  Well  as  against  war,  imemployment,  old  age,  strikes,  and  many  other  ills  or  acci- 
dents of  life.  It  is  said  that  at  Lloyds  in  London  policies  have  been  written  that 
called  for  the  payment  of  a  ^* total  loss"  to  parents  to  whom  twins  were  bom,  and 
just  before  the  Disarmament  Congress  met  in  Washington  the  New  York  Times  re- 
ported that  15  per  cent  was  paid  at  Lloyds  to  insiu-e  that  the  British  West  Indies 
would  not  be  surrendered  to  the  United  States  by  or  before  December  31,  1922,  in 
full  or  partial  payment  of  Great  Britain's  debt  to  this  country. 

CROP  rAJOiXTBtm  CAUSB  KATTOKAL  0BIBB8. 

From  a  very  remarkable  essay  upon  "War  and  insurance,"  written  by  the  late 
Prof.  Josiah  Royce,  of  Harvard,  |u8t  aftef  the  outbreak  of  the  World  War  lA  1914, 
I  quote  the  following  passages: 

'Experience  shows  that  the  insurance  principle  comes  to  be  more  and  more  used 
and  useful  in  modem  affairs.  Not  only  does  it  serve  the  ends  of  individuals,  or  of 
special  groups  of  individuals.  It  tends  more  and  more  both  to  pervade  and  to  trans- 
fonn  our  modem  social  order.  It  beings  into  new  syntheses  not  merely  pure  and 
applied  science,  but  private  and  public  interests,  individual  i»rad»ice,  and  a  large 
regard  for  the  general  welfare,  timft,  and  charity.  It  discourages  recklessness  md 
gambling.  It  <^tri)NllaB  tp  tlte  s^sae  sUdaiUgr.  It  qmetadom  and  encoumesa 
ndthfulness. 

Floods,  famines,  pestilences,  earthquakes,  and  volcanoes  may  interfere,  in  various 
fashions,  with  the  economic  as  well  as  with  the  rest  of  the  social  life  of  the  peoples  thus 
afflicted.  Apart  from  actual  famines,  the  considerable  failure  of  their  crops  may 
iiq^air,  for  a  season,  the  normal  supplies  of  individual  nations.  Internal  crises, 
social  andpditical,  nmy  interrupt  their  healthy  development  in  ways  involving  not 
onlv  mooM  disasters,  but  heavy  expemes.  Such  evils  come  irpon  various  naticms 
with  irregnburly  recurrent  but  also  with  widely  different  weight  and  seriousness^ 
Only  a  vast  and  long  continued  collection  and  an  exceedingly  d^Scult  statistical 
analysis  of  the  &tcts  r^arding  such  calamities  could  determine  the  r^ularities  which 
a  sufficiently  large  number  of  instances  of  national  disaster  would  be,  if  proper^ 
studied,  certain  to  show.  Such  regularities,  however,  if  once  discovered,  would 
furnish  an  'actuarial  basis'  upon  which  an  insurance  of  individual  nations  against 
such  risks  could  conceivably  be  undertaken."  And  in  the  eleventh  edition  of  the 
Encyclopaedia  Britannica,  m  the  article  upon  'insurance"  written  by  Charlton 
Ibomas Lewis,  Ph*  D.,  a  great  autiiority  upon  the  subject,  I  find  these  words: 

''The  vrine  of  insorance  as  «i  kitiifeiitioa  can  not  be  measured  bv  figures.  No 
direct  balance  dwet  of  profit  and  Idis  ca&  e^Mt  its  utility*  The  insurance  coftr. 
tmct  produces  no  wialtb.*  ii  xapiiaeaii  onfy  espendtene*.  M  «  titooMid  mm 
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insure  themselves  against  any  contingency,  then,  whether  or  not  the  dreaded  event, 
occurs  to  any,  they  will  in  the  aggr^te  be  poorer,  M  Ibe  direct  result,  by  the  esuet  . 

cost  of  the  machinery,  for  effecting  it.  ,    «  ^ 

''l^^stalmtionof  propwty  is  changed,  its  sumis  not  increased.  But  the  results 
in  tie  social  economy,  the  substitution  of  reasonable  foresight  and  confidence  for 
apprd&ension  and  the  sense  of  hazard,  the  large  elimination  of  chance  from  biudness 
and  conduct  have  a  supreme  value.  The  direct  contribution  of  insurance  to  civiliza- 
tion is  made  not  in  visible  wealth  but  in  the  intangible  and  immeasurable  forces  of 
character  on  which  civilization  itself  is  founded.  It  is  preeminently  a  modern  in^- 
tution.  Some  two  centuries  ago  it  had  begun  to  influence  centers  of  trade,  but  U6 
mass  of  civilized  men  had  no  conception  of  its  meaning.  Its  g^ieral  application  and 
popular  acceptance  b^;an  within  the  first  half  of  the  nineteenth  century  and  its 
commercial  and  social  importance  have  multiplied  a  hundredfold  witmn  living 
memory.  It  has  done  more  thim  all  gifts  of  impulsive  charity  to  foster  a  sense  of  human 
brotherhood  and  of  common  interests.  It  has  done  more  than  all  repressiye  legislation 
to  destroy  the  gambling  spirit.  It  is  impossible  to  conceive  of  our  civilization  in  its 
full  vigor  and  progressive  power  without  this  principle,  which  unites  the  fundamental 
law  of  practical  economy,  that  he  best  serves  humanity  who  best  serves  himself, 
with  the  golden  rule  of  religion, '  Bear  ^e  one  another's  burdens."* 

IKSUEANCS  THE  T&XTB  SOCIALISM. 

It  might  almost  be  said  that  if  insurance  were  universal  and  included  all  the  haz- 
ards of  me  it  would  be  a  practicable  form  of  socialism,  for  it  distributes  the  losses  of  the 
few  among  ttie  many  without  diminishing  the  incentive  to  individual  effort.  But  the 
question  is,  Can  it  be  applied  to  the  hazards  of  agriculture  and  would  the  Grovemment 
be  justified  in  undertaking  it?  We  all  know  that  one  of  the  farmer's  great^t  diffi- 
culties is  that  he  is  compelled  to  be  a  speculator  and  to  take  risks  that  are  not  calc^ 
lable.  He  is  in  fact  a  gambler  against  his  will,  for  gambling  is  d<ffiMi  as- basai^' 
without  calculation  in  c(mtiadi8tincli«m  to  speculalion,  wMdi  is  hazard  with  calcu- 
taktion.  The  fanner  must  cultivate  Iris  land  or  see  it  go  to  waste.  He  has  to  plant  some 
crops,  such  as  winter  wheat  in  Ae  autumn  and  others  in  the  spring,  but  he  can  not 
have  any  aaraiance  of  the  prices  that  will  be  obtainable  for  them  6  or  10  months 
later.  He  is,  moreover,  exposed  to  the  hazards  of  the  weather  and  innimieralde 
agricultural  pests  in  the  interval.  j  .« 

The  merchant  who  is  not  reasonably  certain  that  he  can  sell  goods  will  not  buy  them 
or  will  reduce  his  inventories,  and  the  manufacturer  who  is  not  assured  of  a  profitable 
market  for  his  product  will  shut  down  his  fiictory  and  let  his  labor  remain  idle.  But 
the  farmer  can  not  follow  these  examples.  He  has  to  plant  his  land  at  pkmtmg  time 
or  aDow  Iris  invagitaiaitto  rmurin  idle  and  deteriorate  for  a  year. 

If  he  decides  to  plant,  he  will  probably  become  a  bcMTOwer  on  obligations  that 
mature  concurrratly  with  his  crop.  The  whole  financial  system  of  the  Northern 
Hemisphere  is  oigsmized  upon  a  plan  which  contemplates  an  autumnal  liquidation 
of  agricultural  debts.  Within  one  or  two  months  the  farmer  is  compelled  to  sell  the 
crops  that  represent  the  labor  of  the  year  just  ended  and  the  world's  consumption  for 
another  year  just  commencing.  The  result  is  congestion  and  a  buyer's  marset  or 
which  the  seller  is  at  a  great  disadvantage.  ,   *     *  . 

What  is  the  remedy^  Surely  there  mnst  be  one.  Hitis  tohefouaodmctopx 
anoe  it  dicmld  be  qteedily  ap^ed. 


€9UMr  mSU&AMCB  NOT  A  NOVBIOT. 

Crop  insurance  is  not  a  new  idea.  At  least  two  joint-stock  fire  insurance  companies 
and  several  mutuals  have  tried  it,  but  they  had  no  experience  upon  which  to  base 
their  rates,  and  found  that  in  order  to  get  a  fair  average  they  would  haro  to  blindly 
accept  risks  so  lai^e  that  their  capital  might  be  jeopaidissed.  Bven  to  tilise ivmiiMm 
but  Uttle  about  tt»  ed^kce  <rf  underwiitiiig  it  is  plain  that  a  very  l^i^e  nnimer  or 
widely  Bcattared  eio|Ni  would  have^  to  be*  mamA  liefm  the  probable  penentago  oi 
^p^ii  co^Ad  be  ascertained. 

A  rate  so  high  that  it  would  absolutely  protect  the  insurer  would  be  regarded  as  ex- 
tortionate and  no  one  would  take  out  a  policy,  while  a  rate  that  was  too  low  might 
bankrupt  the  underwriter  if  he  did  a  large  business  or  had  many  risks  in  one  loc^litjr. 

Then  there  is  the  question  of  detemuning  or  measuring  the  farmer's  loss.  Mani- 
festly it  would  be  unwise  to  allow  him  to  insure  his  crop  for  any  valuatiimhecmeee  to 
put  upon  it.  An  overvaluation  would  be  an  iaoentive  ta  neglect  and  CTiwva^oe 
and  would  lead  to  the  presentatwn of  many  uniur  or  fictitti^  OttlheoM» 
hmi,  wmmmtarnfyMMm  wortd' not  gphwyttypotertwio  w^Mwd  i  ':- 
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In  so  far  as  any  rule  has  been  applied  by  those  companies  who  have  written  crop 
insurance  the  practice  seems  to  have  been  to  insure  the  actual  cost  of  production  up 
to  a  certain  maximum  per  acre  and  to  require  that  the  fanner  insured  must  fumidi 
satisfactory  proof  that  tne  amount  claimed  has  been  actuaUi^  expended. 

In  some  cases  crop  policies  have  also  contained  a  provision  making  the  teme^'m 
^'coinsurer^'  for  20  per  cent  of  the  ridt  so  tiiat  he  wotdd  hwvo  an  additional inbentiiie 
to'avoid  loss.  The  price  eif  tiie  mp  insured  at  planting  time  is  another  factor  that 
must  be  taken  into  consideration  if  the  indemnity  provided  is  to  cover  a  possible  de- 
idency  between  the  pfooeeds  finallj  realiMd  at  harvest  time  and  the  asoettained 
idost  of  {Hoduction. 

It  seems  reasonable  to  assume  that  if  prices  were  low  when  the  crop  was  being  sown 
the  risk  would  be  less  than  if  prices  were  high.  The  cost  of  production  would  be  smaller 
and  the  chance  of  an  advance  in  values  that  would  offset  crop  failure  would  be  greater. 
As  a  generalization  therefore  we  may  conclude  that  rates  ous^t  to  have  a  direct  rriBSr 
tion  to  the  prevailing  values  lor  agriciihdral  products  when  me  policies  were  ^written. 
Silt  In  itaol^  aspects  tiie  problan  is  not  so  simple. 


The  cost  of  producing  a  crop  varies  in  different  regions  or  on  different  lands.  In 
the  Atlantic  States  fertilizer  is  required  to  produce  a  good  cotton  crop.  In  Texas 
fertilizer  is  not  used .  The  cost  of  labor  also  varies  in  different  sections.  - 

These  are  factors  that  would  have  to  be  taken  into  consideration  in  dc^Mnining  tto 
insurable  maximmu  of  imduction  costs. 

It  mifi^t  be  necessary  to  have  each  insured  farm  surveyed  in  <Nrder  to  fix  rates  and 
insuiabk  values  Curly.  This  would  seun^to  involve  an  appalling  amount  of  detail, 
but  dose  it?  Every  building  in  almost  every  city  and  town  of  the  United  States 
Im  been  surveyed  in  the  interest  of  the  fire  insurance  companies. 

In  most  fire  insurance  offices  there  are  to  be  found  huge  books  of  maps  on  which 
the  area,  height,  construction,  fire  exposure  and  hazards  of  every  building  in  every 
dty  of  the  United  States  and  Canada  are  accurately  set  forth.  These  maps  are  kept 
up  to  date  by  the  company  which  issues  them.  The  cocfeckkH«re  ttiade  by  pasting 
tlie  maps  of  new  bufldisgs  over  tliose  wbbM  kavo  been  dsmdSAed. 

AwmxDg  te  Uie'lHt  esMus  tium  aro'6«44S,386  ftums  in  the  United  States.  The 
'numbw  of  t^uildings  in  our  cities  is  not  known,  but  New  York  City  alone  has  over 
^;06&,  aikl  tiie  total  in  all  cities  is  probably  well  over  6,000,000.  If  thmr  can  be 
aumed  as  they  are,  the  feat  of  surveying  the  farms  would  not  seem  so  dimcult  and 
the  mformation  in  regard  to  soil,  area  and  procfaictivaty  thus  made  available  wmild 
be  invaluable. 

With  it  as  a  basis,  equitable  rates  for  writing  crop  insurance  could  be  _ 
established  and  with  a  crop  insurance  policy  added  to  the  other  security  ttet  a 
can  offer  his  Hn^Ticial  problem  wooid  be  much  simplified. 

The  tettecal  nse  1^  ciop  insurance  woold  bmefit  the  fiumer  and  the  coimtry  in  many 
otiier  ^waVB  upon  wliich  it  is  not  now  necessary  to  elaborate.  The  fact  that  the  farmer 
could,  if  he  cnose  to,  protect  himself  against  the  great  risks  and  ruinous  losses  to  which 
he  is  now  exposed  is  a  sufficient  reason  for  considering  whether  the  Government  ought 
not  to  provide  the  machinery  and  credit  f^q^iaite  a  crop  insuta|iqe  on  %  lajge  scale 
.is  to  be  made  immediately  available.  , 

Most  people  are  wisely  opposed  to  having  the  Goi^SHtOient  enter  any  buamess  that 
its  citizens  can  handle,  but  here  is  a  business  that  private  capital  can  not  underCsn 
because  of  its  novelty  and  magnitude.  Would  it  not  th^fofora  be  well  tat  the  Ijesi- 
dentor  Ckmgresstoimmediatdry  appoint  a  committee  to  make  a  careful  study  of  the 
subject  with  a  view  <rf  ascertaimng  whether  it  would  be  practicable  and  expedient  for 
the  Government  to  establidi  a  crop  insurance  bureau  frcwn  which  the  farmer  could  buy 
policies  that  would  indenmify  him  for  his  actual  and  reasonable  expenditure  and 
ftom  which  after  a  few  years  the  larger  insurance  companies  who  were  willioig  to  do  Uie 
busing  could  obtain  data  upon  which  to  base  rates? 

WAR  RISK  INSURANCE  PROlTr  $17|000y0QS. 

Shortly  after  the  outbreak  of  the  war  cm  Hie  1st  of  August,  1914.  the  Britiab  Govwn- 
ment  undeartook  to'insure  the  marine  war  risks  to  which  vessels  and  cargoes  under 
its  flag  were  subject.  Almost  coiicuivratly  the  then  Secretary  of  the  Treasury,  Mr. 
Wm.  G.  McAdoo,  asked  Congress  for  authority  to  organize  an  American  War  Risk 
Insurance  Bureau  for  insuring  hulls  and  caigoes  imder  the  American  flag.  The 
necessary  legislation  providing  an  initial  fund  of  $5,000,000  was  passed.  The  bureau 
was  organized  and  was  functioning  by  the  2d  of  September,  1914.  It  continued  m 
existence  imtil  the  end  of  the  war.   Its  rec(ml  is  remarkable* 
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The  total  of  the  policies  issued  was  $2,250,000,000.  The  premiums  received 
amounted  to  $46,000,000,  and  the  losses  paid  were  $29,000,000,  leavii^  a  profit  of 
$17,000,000.  The  expense  of  conducting  this  enonnous  business  for  the  four  years 
ivas  (mly  $165,000,  or  hardly  more  than  one-third  of  1  per  cent  upon  the  premiums 
leceivea.  When  compared  mUi  the  cost  of  conducting  the  insurance  busineBs  under 
private  auspices  these  figures  seem  to  be  almost  incredible  and  they  are  an  effective 
refutation  of  the  frequently  repeated  ass^tioQ  that  CU>venun«nt  mttrogwi^epVii 
always  inefficient  and  extravagant. 

It  is,  however,  only  fair  to  say  that  the  bureau  had  the  advantage  of  being  able  to 
commandeer  the  services  of  some  of  the  ablest  underwriters  in  America.  Its  director 
was  William  C.  De  Lanoy  and  its  advisory  board  consisted  of  Hendon  Chubb,  William 
N.  Davey,  and  William  R.  Hedge.  For  little  or  nothing  these  men  gave  their  time 
to  the  work  as  a  war  duty,  and  while  the  great  success  of  the  bureau  was  largely  due 
to  the  authority  and  credit  of  the  Govmunent,  it  would  be  imcandid  not  to  recognize 
the  share  that  those  namtd  and  many  others  had  in  the  results  achieved.  As  the 
business  grew  Congress  appropriated  a  further  $45,000,000  as  additional  working 
capital  for  the  bureau,  but  not  a  dollar  of  the  total  of  $50,000,000  put  at  its  disposgj 
was  ever  drawn,  as  sJmost  bxyjxi^  the  the  tMC^yijpa  received,  exceeded  the  losses 
and  expenses  incurred. 

I  have  been  unable  to  obtain  exact  information  with  regard  to  the  insurance  busi- 
ness conducted  by  the  British  Government,  but  those  who  are      the  know"  believe 
that  it  was  also  highly  profitable  and  it  is  generally  j|dXDitted  that  l>oth  the  American 
«id  the  Biitiah  bureaus  roadened  a  very  fobebiMHl  md  neoMNury  wrvioa  to  Hie 
shipping  and  trade  of  the  leepective  nations.        f^^.         , , . 

a  BxatBf  WHT  NOT  oaopaf 

In  an  article  published  in  the  New  York  Times  of  Monday,  December  26,  1921, 
advocating  a  ship  subsidy,  there  is  included  a  proposal  that  **the  Government  should 
create  a  nonprofit-making  corporation  to  insure  its  own  ships  and  to  offer  hull  insur- 
ance at  cost  to  privately  owned  American  vessels."  It  is  explained  that  "for  the 
organization  of  a  nonprofit*making  insurance  corporation  a  $10,000^000  loon  will  be 
neceesary''  and  that  the  coot  of  handling  caxgo  insunnoe  is  eBbmated  at^^abobt 
$1,000,000  for  the  first  year  and  a  decseafluig  aaumnt  eadi  year  th^reaft»»  tike'Ioss 
ultimately  vanishing. 

If  the  Government  is  willing  to  do  this  for  shipping,  it  ought  not  to  hesitate  in 
doing  at  least  as  much  if  not  more  for  our  infinitely  more  important  agricultural 
industrv,  and  I  earnestly  recommend  the  idea  to  its  consideration.  ^  ' 

The  difficulties  that  seem  so  great  in  prospect  would,  I  believe,  disappear  in  prac- 
tice, and  it  is  highly  probable  that  after  the  first  year  or  two  the  business  would 
show  a  |»ofit  and  produoe  an  income  Hmk  wonid  man  Iban  pay  the  cost  ^  con- 
ducting it.  *  • 
-•t:  V-  i                                                               Thbo^H.  Pbicb^ 

Editor  itf  C<miih€m  mi^ 

Tbe  QwAranffAw-  The  committee  will  stand  adjourned  until  the  caU  of  tiie  chauv 
man  some  time  in  the  fall  or  early  winter. 

(Thereupon,  at  3.30  p.  m.,  Fri(uqr»  A{nril  27, 1923,  the  hearing  was  adjourned  sub- 
jyet  to  lite  call  of  the  chairmanQ 
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